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PREFACE 

This book is intended, primarily, as a discus- 
sion of the railroad problem, but there are other 
auxiliary questions which, in a measure, are de- 
pendent upon a proper solution of the transporta- 
tion problem for their settlement. This is espe- 
cially true of the farmers and producers difficul- 
ties in finding a market for their output. The 
consumers are interested in any solution of the 
transportation question which brings to them ade- 
quate supplies at prices within their purchasing 
power. Labor regains a feeling of ease and con- 
tentment when it realizes that the wage has been 
doubled by laying down the family needs and 
comforts at half former prices. These are some 
of the big problems that are affected by railroad 
legislation. 

This treatise is along entirely new lines of 
thought and present the whole subject in a new 
light. It is not expected that every reader will 
agree with the author in his conclusions, but it is 
confidently expected that every reader will get 
some ideas on the policies discussed which will 
enable him to form a more intelligent opinion 
when called upon to pass judgment on the trans- 
portation question. Every person in the United 



states is vitally interested in this discussion, in 
so far as it will lead to a lowering of freight 
charges and thereby largely decrease the burden 
of high prices for the necessities and comforts of 
life ; and also in so far as it will supply those ne- 
cessities and comforts in adequate quantities. 

This is not a technical presentation of the is- 
sues involved in the proper solution of the rail- 
road problem, and the questions which cluster 
around it; but it is rather a popular treatise in- 
tended for general reading, and so presented that 
any one who can read it will understand its mean- 
ing. 

THE AUTHOR. 



CHAPTER I 

SUPPOSING 

A news item from Orlando, Florida, under date 
of December 24, 1920, contains the following in- 
formation regarding the orange market: "The 
fact that the markets are dead, at least for the 
present, cannot be glossed over. Packers and 
buyers have lost a hogshead of gold dollars and 
all within the last six weeks. The worst is that 
there is no relief in immediate sight. It is idle 
to talk of who or what agency is to blame. We've 
got to face the music and it has got to be faced on 
a lower level of values and a saner attitude to- 
ward volume of shipments and buying power in 
Northern consuming centers." At the date men- 
tioned oranges were selling on the trees at $1.00 
a case. This then is the amount that the grow- 
ers were getting for their fruit. This $1.00 per 
case was their full compensation for the neces- 
sary fertilizers and labor for growing oranges. 

A case of oranges means approximately 200. 
It depends on the size of the fruit — cases contain- 
ing small fruit will run more to case while cases 
containing very large fruits will fall very much 
below that count. But all cases will contain ap- 
proximately the same amount in weight. 



2 THE RAILWAYS 

Taking 200 as the average number of oranges 
to the case, and $1.00 as the compensation paid 
the growers, gives them six cents per dozen, or 
half a cent per orange for their crop of fruit. 

Let's change this and allow them one cent per 
orange, two dollars per case as compensation for 
their crop delivered on the cars. This two dol- 
lars per case would make the growers good money, 
and at that price — a penny an orange — it would 
seem that every table in the country would have 
an abundance of this luscious fruit. 

The United States produces, annually, about 
21,000,000 boxes or cases, of oranges. The census 
places the population of the United States at a 
little more than 105,000,000. This gives every 
individual in the country one-fifth of a box of 
oranges every year, and there is not a well child 
in the United States who cannot take his one- 
fifth of a box of oranges and completely clean 
them up within five days and feel better for hav- 
ing eaten them. Oranges are one of the health- 
iest fruit on the markets and a food that children 
should have an abundance of. If every person 
could have at least two oranges daily it would 
materially improve the health of the American 
people, if along with the oranges there was the 
other necessary food. I fancy there will be no 
controverting the statement that two oranges 
daily added to American diet would materially 
improve the health and prolong the life of the 
people. 
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Two oranges daily would mean an aggregate 
consumption of 210,000,000 oranges by all the 
people. This reduced to boxes, or cases, means 
a daily consumption of 1,050,000 cases. On this 
basis the present orange production of the coun- 
try would last only twenty days. The present 
annual orange production measured in carloads, 
calculating 24,000 pounds to the car, is right at 
70,000 cars. And this production if properly dis- 
tributed among the people at a 'price which they 
could afford to pay, would all be consumed in 
twenty days if each person ate only two oranges 
daily. 

If oranges were sold at such a price, and so 
distributed, as to enable every person to use two 
daily, there would be a market for 105,000 car- 
loads per month, 1,260,000 cars per year; and 
American health and happiness would be greatly 
increased by this regular addition to the daily 
diet. 

The social workers will say, yes, it will im- 
prove the happiness of the people to have the in- 
creased fruit diet; the health board will rejoice 
in the anticipated improvement which would fol- 
low the change; but the mercenary individuals 
will want to know what pecuniary profits would 
result from the change." Since money should 
have its place in the consideration of economic 
and industrial questions, this is a proper question 
to propound. The present production of oranges 
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is about 70,000 carloads or 21,000,000 boxes, or 
cases: Under the proposed plan it would require 
1,260,000 carloads, or 378,000,000 boxes to supply 
the theoretical demand. This would mean a» in- 
crease for the annual crop from $42,000,000 on 
the present basis of production, to $756,000,000 
on the suggested increase in consumption. This 
means an increase in the income from this one 
crop, if properly distributed, of $714,000,000, and 
the increase has been followed by an increase in 
the happiness and health of the population. This 
large increase could be very easily effected with- 
out taxing the capacity of the orange growing 
districts of the United States, and the change 
would add billions of dollars of actual wealth to 
the taxing assets of the nation. 

FRUITS AND VEGETABLES 
The commercial apple crop averages about 75,- 
000,000 bushels annually and the growers have 
difficulty in finding a market for them at 25 and 
50 cents net per bushel. These same apples are 
selling in the consuming centers at 15 to 60 cents 
per dozen, thereby costing any^vhere from $3.00 
to $6.00 per bushel, and the market is overstocked 
and millions of bushels rot for want of buyers at 
that price. The 90,000,000 of the population who 
are denied the right to bid on these apples, be- 
cause of the prohibitive prices, cannot help the 
producers market their crops. The crop must 
find a market among those who can afford to pay 
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the middlemen five to ten times the growers nee 
selling price. This restricts the market for ap- 
ples to approximately 15 per cent of the popula- 
tion and none but the very best fruit will find a 
ready market at anything above the producers 
selling price. This leaves fully half of the apple 
crop to rot in the orchards when there are 90,- 
000,000 children and adults who would willingly 
pay the growers an adequate price for them if 
they had any way of getting them delivered with- 
out increasing the price many fold. 

The commercial apple crop of 75,000,000 
bushels would not be sufficient to supply the de- 
mand for thirty days if there existed an adequate 
system of distribution. It is equal to only six 
gallons per person, and there are many individ- 
uals who could eat their six gallons within six 
days; and this is called an over-supply of apples. 
Plalf of the peach crop rots because the growers 
under the present system cannot get 40,000,000 
bushels distributed among 105,000,000 people. 
This is equal to three and a half gallons for each 
person in the country, and if properly distributed 
would not meet the demands for ten days. It is 
doubtful if there are enough peaches go on the 
market any day to supply every person with one 
peach for the day. 

A production of three quarts of pears per per- 
son finds a slow sale and glutted market. The 
cabbage crop averages around 600,000 tons an- 
nually. Cabbage which the growers sold for $8.00 
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to $10.00 per ton are retailing in the consuming 
centers at 3 to 6 cents per pound — $60.00 to 
$120.00 per ton — and millions of pounds rot be- 
cause the system cannot find a market for them 
at that price. I have known thousands of car- 
loads of cabbage to rot in the fields because the 
growers could get nothing out of them when ship- 
ped to the consuming centers where they were 
retailing at 4 and 5 cents per pound. The ex- 
penses between the producers and consumers ab- 
sorbed the entire selling price when placed on the 
market. The cabbage crop of the country aver- 
ages approximately 12 pounds per capita, which 
is equivalent to one twelve-pound head for each 
person, and this is called an over-supply and the 
market refuses to accept this meager supply at 
the prices which the system demands for them. 
This meager supply and under-consumption ap- 
plies to all farm and manufactured commodities. 
On some the restrictions on the markets are more, 
and some they are less, but they are sufficiently 
manifest on all products of farm and factory to 
restrict productions and withhold from the 90,- 
000,000 population of moderate, or small means, 
an adequate supply. This results from two 
causes; an inadequate distributive system, and a 
selling system that runs the selling price above 
the purchasing power of the people. These con- 
ditions can only be remedied by establishing a 
selling system that will distribute the productions 
among the people instead of congesting them in 
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the consuming centers, and further provide a sell- 
ing system capable of handling the productions 
at a minimum cost. 

SOME OBSTACLES 

There are three obstacles in the way of the 
successful operation of the suggested distribution 
above outlined. The first of these is the absence 
of any system that wiU distribute supplies to the 
people under such conditions as to enable the con- 
sumers to utilize the supplies so distributed. It 
will be noticed in the quotation at the head of this 
chapter is the statement that "we've got to face 
the music, and it has got to be faced on a lower 
level of values, and with a saner attitude toward 
volume of shipments and buying power in the 
Northern consuming centers." 

"The Northern consuming centers" are the 
large cities to which car lot shipments can be 
made, and where great wealth abounds which can 
afford to buy oranges at a price that will pay the 
speculators a handsome price above that paid to 
the growers. 

And oranges in the "Northern consuming cen- 
ters" go to the consumers at 2 to 10 cents each. 
In the small out-towns the selling price is even 
higher than that in the consuming centers. The 
result is that oranges are distributed within the 
vicinity of half of the country's population, and 
in the centers where they are distributed the 
price places them above the purchasing power of 
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more than 75% of the consumers. This confines 
the market for oranges to a very small per cent 
of the American people. It is probably safe to 
say that fully 90 per cent of the population is cut 
off from the use of oranges under the present 
arrangement. 

People cannot sell their products at one price 
and buy others at a greatly increased price and 
make a success of life and get from it the pleas- 
ure which is justly theirs. Farmers cannot sell 
corn at 50 cents a bushel, wheat at $1.50, meat at 
10 cents a pound and buy those items as food 
and feed at double and treble the prices received, 
and sustain themselves and families in comfort 
and plenty. Neither can they turn their products 
loose at the cost of production, and buy other 
products which they do not produce and pay for 
them two or three times what they cost the pro- 
ducers. 

The consumer can successfully buy only such 
things as carry a cost equivalent to the income 
which he receives for his own labor, or produc- 
tions. If he sells his labor at the rate of three 
dollars per day he cannot afford to buy commodi- 
ties which carry a wage of three or four times 
that, or profits which equals three or four times 
the original wage, or productive cost. Persons 
whose incomes are small can consume a maximum 
quantity, only of such things as are produced by 
persons of similar incomes without any profits at- 
taching above the cost of production. Thus the 



AND THE PEOPLE 9 

farmer who buys his requirements from another 
farmer can consume more largely than if he buys 
commodities after they have been increased in 
price three or four times above the productive 
cost. Consumers whose incomes are small must 
coniine their purchases to articles in which the 
labor cost does not exceed the labor cost of the 
articles which they sell. If labor which receives 
an income of $500 annually confines its purchases 
to such commodities as carry a similar wage, its 
consumption can be large; but if it buys a com- 
modity after it has passed through the hands of 
persons who receive $2,500 to $10,000 per year, 
and probably through several such hands, the in- 
come will not cover enough of such commodities 
to properly maintain the health of the family. 
So the purchases of individuals of small means 
must be confined to purchases of commodities of 
a low wage value, or buy a deficiency of high- 
priced articles and thereby stunt and under-nour- 
ish the ones dependent upon purchases from such 
incomes for sustenance. 

This basic principal is lost sight of in all leg- 
islation, and there is no effort made to adjust dis- 
tribution and prices to meet the needs of the ones 
of small incomes. This necessarily leads to weak- 
ened mentality and under-nourished citizens 
which makes such amendable to crime and deprav- 
ity. To force this condition upon the citizenry 
of the country is criminal if it can be prevented. 

According to the government income tax re- 
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turns there are about 15,000,000 people in this 
country who are living on incomes in excess of 
$1,000 annually. This leaves 90,000,000 of the 
citizens who are living on incomes of less than 
§1,000 annually. The incomes of this 90,000,000 
range from $1,000 down to nothing and will no 
doubt average much below $500 each. There are 
many laborers who do not receive an annual in- 
come of that amount, and the farmers who em- 
brace more than 35,000,000 of the population do 
not get incomes averaging near $500 yearly. So 
we have 90,000,000 of the population who are liv- 
ing on incomes of not to exceed $500 each, but 
for the sake of being liberal I will accept the $500 
as the average income upon which 90,000,000 peo- 
ple must subsist. 

This does not mean that each person gets that 
amount, but it means that each person employed 
at some gainful occupation, and in the case of the 
farmers it means the family units. In order to 
get a maximum consumption of any commodities 
they must sell at a price corresponding to the 
incomes of the 90,000,000 people whose incomes 
are around $500 each. These people consume to 
the extent of their incomes ; not to the extent of 
their needs. They must not buy commodities 
which have passed through the hands of several 
high-salaried middle men who increase the prices 
of the articles handled until they are beyond the 
reach of the 90,000,000 to buy in adequate quan- 
tities. The result is an under-fed citizenry which 
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stamps 65 per cent of the inhabitants as defec- 
tives. To open up an orange market among the 
90,000,000 to whom it is now closed would in- 
crease the market demand from 70,000 cars to 
1,260,000 cars annually. This same increase would 
apply to most other crops of fruit and vegetables 
as well as other lines of farm products and even 
merchandise of all kinds. The same disparity in 
prices between producers and consumers is no- 
ticeable in potatoes, sweet potatoes, onions, and 
all other fruits and vegetables. The same com- 
plaint may be raised as to the whole list of foods- 
markets overstocked and 90,000,000 hungry and 
underfed. These foods are not distributed so as 
to find a market among the people, nor to supply 
the actual needs of the country. They are ship- 
ped to the consuming centers which are willing 
to pay the speculators a large profit for getting 
the shipments of the necessities of life and giving 
these consuming centers a monopoly on the very 
best the country can afford. The farmer is not 
allowed to ship to any other than the consuming 
centers because the smaller places cannot use car- 
load shipments and the freight would eat up the 
price if shipped in less than car lots. So to the 
consuming centers practically all shipments must 
be made. The shipment reaches there at a high 
price incident to the great number of high salar- 
ied middle-men through whose hands the ship- 
ment must pass in going to the consuming cen- 
ters. All who can afford to buy at the high price 
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are soon supplied and the market is said to be 
over-stocked, and much of the shipment not sell- 
ing at the established price spoils and the farmer 
gets nothing for his productions. Then when the 
farmer wants to buy some productions from other 
sections, and such as he cannot produce, he can 
not generally get them because he does not live 
in a consuming center. The products of the coun- 
try are not distributed so as to accommodate the 
farmer or grower, either as producers or as con- 
sumers. His products are not distributed so as 
to find a market for his output, nor are other 
productions distributed so as to accommodate 
him. Under the present railway systems the or- 
ganization is compelling all shipments to go to 
the consuming centers, entirely disregarding the 
farmers as a consuming class. In reality the pres- 
ent arrangement is not so much a distributing 
system as it is a congesting system. 

The great expenses attaching to handling most 
commodities precludes the people of small means 
from buying. The price of the commodities after 
the expense bills are added can only be bought 
by the wealthy few in large quantities, or by the 
people of small means in small quantities. This 
restricts the sale and market to a very small per 
cent of the population even in the consuming cen- 
ters where the shipments are made. And even 
there many of the fruits and vegetables which 
are real necessities, and are found common on the 
tables of the wealthy, are rarely if ever placed on 
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the tables of the masses of the urban population. 

People generally have very little regard for 
others' pleasures, or even needs. If anything is 
for sale people who can afford, it will buy to the 
extent of their requirements regardelss of the ef- 
fects of their buying on others. So the wealthy 
residents in the consuming centers by paying, for 
the good things, a price which is above the 
amount which poorer people could pay, withdraw 
the rare and good things of life from the people 
of small means in the cities and from all residents 
in the country. Such persons do not realize that 
when they are buying the necessities of life and 
paying more for them than people of ordinary 
means can afford, they are withholding from them 
such necessities as effectively as if they were to 
deny them the right to buy at any price. For 
when the price exceeds their ability to buy they 
are denied a participation in the enjoyments 
which comes through the possession of the arti- 
cle which is beyond their purchasing power. 

Capitalists and speculators are interested to 
the extent of the profits made, in taking from the 
people of moderate means those things which find 
in the consuming centers people of wealth who 
are willing to bid the prices up to a level beyond 
the ability of the mass of people to pay. This 
gives to the wealthy class to the extent of their 
requirements and to the same extent takes from 
the people of lesser means. This is the market 
that the speculators and middle-men cultivate and 
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build up, for it is only to the extent that they can 
take the products from the producers and pass 
them to customers who can afford to pay a much 
higher price that they can make a profit on the 
transaction. If a commodity passes direct from 
the producer to the consumers there is no profit 
on capital except the necessary capital invested 
in the production of the commodities. Specula- 
tive capital has no place in such arrangements, 
nor does the middle-men of any kind have any 
opportunity to inflate the price by the addition 
of their salaries, commissions and profits. 

The 90,000,000 people who are living on in- 
comes averaging $500 cannot afford to buy largely 
of speculative commodities, that is, commodities 
which have passed through the hands of high- 
priced salesmen. This forces these high salaried 
men to look to the large consuming centers for 
customers for the products which they get from 
producers and find a market that will pay a price 
in excess of the cost of production. The profits 
made between the producers and the consumers 
must cover all salaries and profits of the specu- 
lators and all speculative capital which is utilized 
in handling the products between the producers 
and consumers. It is obvious that the more of 
the national productions that the speculators can 
get from the producers, and the higher they can 
inflate the price above the purchasing power of 
the people, the more financial benefits accrue to 
this class of the population and the harder 
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pressed the people are for the bare necessities of 
life, due to the high price which the speculators 
have established. The further the products can 
be taken from the people — in the matter of high 
prices — ^the greater returns of capital on the 
amount invested in the speculative features of 
marketing the products. This induces capital to 
assist the speculative trade in withdrawing the 
products from the reach of the American consum- 
ers and places the price so high that a very small 
per cent of the population can afford to buy in 
quantities commensurate with their needs; and 
the great mass of people can buy only in very 
limited quantities, and not nearly up to actual re- 
quirements. 

To facilitate this withdrawal from the people 
and thereby increase the speculative profits and 
incomes the capitalists are planning a financing 
corporation to find markets in foreign countries 
for the "surplus" of American productions. The 
matter of developing and increasing the American 
market does not appeal to the financiers. If the 
home market is developed to its maximum capac- 
ity it will be done at the behest of the consumers 
and the productive capital and in opposition to the 
speculative capital and middlemen. 

The United States Congress, with the very 
best intentions, is back of the movement to with- 
draw from the home market large quantities of 
American productions and send them to foreign 
markets to supply the needs of a foreign popula- 
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tion, and this at a time when our own people are 
in dire need of those very commodities which 
the lawmakers are facilitating the export of. The 
exports of American beef aggregate approximate- 
ly 600,000,000 pounds annually. The exports of 
pork is right at 1,800,000,000 pounds annually, 
and this in the face of the established fact that 
65 per cent of the population of this country is 
under-nourished and defectives. To turn that gi- 
gantic export to this vacuity has never occurred to 
the law-makers, instead they are interested in in- 
creasing this vacuity at home to fill the one abroad. 
The more exports increase, and the larger the for- 
eign market, the greater profits and incomes of 
the business and speculative interests of the coun- 
try. The American people, as consumers, get 
very little consideration at the hands of the law- 
making powers. This is not a willful disregard of 
the consumers' welfare, but is a careless oversight 
and woeful lack of information on the subject. 
All information which they get is filtered through 
the business and speculative sieves, and there is 
very little pressure in behalf of the consumers. 

If the law-makers would think on the subject 
at all they would know that millions of Americans 
are living on a diet sadly deficient in meats and 
that their health and morals are as sadly dete- 
riorating as the result. No underfed people can 
compare in morals, physique and intelligence with 
a nation who are properly nourished. 

This lack of proper diet is not only made mani- 
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f est by the government investigation during the 
war when the physical condition of the people un- 
derwent a careful scrutiny, but it is shown in 
comparison with the consumption of people in 
other meat producing countries. 

In Australia the consumption of meat is 262 
pounds per capita, in Argentina 250, in New Zea- 
land 212, in the United States 170 This shows 
a shortage in meat consumntion in the United 
States of 92 pounds per capita, as compared with 
Australia, giving an aggregate shortage for the 
entire country of 9,660,000.000 pounds. If all of 
the exported meats had been turned to supply this 
home demand there would still have existed a 
shortage of more than 7,000,000,000 pounds. This 
indicates a shortage of 70 pounds per capita, 
equaling nearly half the present consumption. 

It will not be contended that there was not a 
demand at home for all of this exported meats. 
There was not a market for it at the price which 
the speculative interest wanted, but there was a 
demand for it, and more too, at the price which 
the farmers received. If the distributing system 
were equal to the demands of the consuming pub- 
lic and could distribute supplies at something near 
the productive cost, the meat supply would find a 
ready market among the home consumers and at 
a price above that now received by the producers. 

Consumption depends on three elements: the 
amount of incomes received by the consumers ; the 
price at which the commodities are sold, and the 
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accessibility of the supplies to the consumers. It 
is therefore, evident that in order to reach a 
maximum consumption income, price and distri- 
bution must all coordinate. 

The policy of developing the foreign markets 
is commendable in so far as it finds a market for 
American productions, but in so far as it curtails 
American consumption below the limits of "health 
and decency" it is a positive injury. If the pro- 
ducers and consumers of the United States would 
establish a direct line of communication and cut 
out all middlemen and intervening capitalists the 
consumption of the country would be increased 
many fold. As in the case of the oranges many 
things would find an increased market approxi- 
mating 1,500 per cent. In some items this in- 
crease would not be so marked, but the average 
consumption would experience an increase of 
fully 1,000 per cent, which means an increase of 
tenfold the present production. This would cre- 
ate a demand for several times the present pro- 
ductive capital and give the present speculative 
capital a ready investment in enterprises really 
beneficial. 

But speculative capital and the middlemen are 
firmly established in the present business organi- 
zation and they will strenuously oppose any legis- 
lation, or regulation, that leaves them off the line 
of communication between the producers and con- 
sumers. The producers and consumers, if they 
would form a close compact whereby they could 
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deal directly with each other, must secure the nec- 
essary legislation permitting them to transact 
business without calling to their assistance a large 
number of high salaried speculators and middle- 
men. Such legislation would receive the active 
support of the producers and the support of all 
people to the extent of their interest as consum- 
ers. It would receive the opposition of the so- 
called business element. Any plan proposing to 
establish a system enabling the producers to sell 
and ship direct to the consumers would be con- 
demned without mercy by the whole speculative 
interest, including the national and state law- 
makers. The politicians will not stint epithets 
in their abuse of the middle-men when they are 
delivering panegyrical speeches to the electorate 
as producers and consumers, but when any bill is 
introduced which tends to remedy the evils admit- 
ted to exist these same politicians will just as ve- 
hemently denounce the bill as radical innovations 
and as dangerous to the peace and safety of the 
"business element." If a condition is denounced 
as an outrage against the producers and consum- 
ers that is supposed to meet all of the require- 
ments of these people against whom this alleged 
outrage is operating. The business element un- 
derstands this condition in American politics an'^ 
even applauds the derogatory utterances against 
the business system. This element ,though, ex- 
pects the politicians to exhaust their opposition to 
the system while making their pubic deliverances : 
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when they enter the halls of legislation their de- 
liverances must take a different trend. The poli- 
tician must be Jekyl and Mr. Hyde. To the pub- 
lic he is bitterly against the established system ; in 
his official capacity he is just as bitterly against 
any legislation which attempts a modification of 
the alleged outrageous arrangement. 

Suppose the producers sell direct to the con- 
sumers, is there anything wrong in so doing? 
Have the producers committed any crime? Do 
they not have a right to find a market for their 
products? And if the business element cannot 
find a market for the country's products, is it not 
time the producers were finding it? It must be 
admitted that the middle-men are not finding a 
remunerative market for the commodities which 
labor is producing. After commodities are re- 
leased to the business element the prices are so in- 
creased that the market becomes restricted so that 
there is no possibility of moving American produc- 
tions in adequate quantities to keep the sources of 
supply active. The producing centers become con- 
gested and lethargic. Production is curtailed, not 
because there is no demand for the output, but 
because the producers can not reach the consum- 
ers who want to buy. The wall between the pro- 
ducers and consumers is an impenetrable one. On 
one side are billions of dollars' worth of products 
going to waste, or withheld from the consumers 
in warehouses, while on the other side are nearly 
100,000,000 people who are suffering because of 
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their inability to get the thing going to waste on 
the side of the producers. On one side prices are 
so low they pauperize the producers ; on the other 
side they are so high they are pauperizing the 
consumers. To remove this wall and connect the 
producers and consumers on common level will be 
the greatest piece of legislation ever enacted. It 
will increase production several fold and give a 
ready market at remunerative prices for the in- 
creased production. This will remove the ple- 
thora of production and poverty on one side, and 
the specter of want, hunger and poverty on the 
other. Can the wall be removed and permit the 
producers and consumers to come together for 
their mutual benefit? If this advantageous ar- 
rangement can be adopted is there any but the 
most abandoned mercenaries who could oppose it? 

Are there any with hearts so cold 
They can sacrifice humanity for a trifle of gold? 
Any, glorying in their brothers' fate. 
Cast to the dollar their love, to Christ their hate? 
For the suffering they extend to men 
Christ admonishes them they extend even unto 
him. 
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CHAPTER II 
CONFLICTING INTERESTS 
Briefly stated, there exist, at the present time, 
the following conditions: The production of the 
United States is grossly inadequate for the ac- 
tual demands of the consuming public, but this 
under-production is greatly in excess of the dis- 
tributing facilities of the country, and, therefore, 
a very large per cent of this inadequate supply 
rots, or is otherwise wasted, because it cannot, 
under the present system, be distributed to the 
would-be consumers at a price which they can af- 
ford to pay; that there are millions of people in 
dire need of these products and are willing and 
able to pay for them a price that will net the pro- 
ducers a handsome profit, but they are denied 
this right unless they will pay a price that will 
net a large income to the business fabric which 
has been built up between them and the produc- 
ers ; and not being able to buy at this greatly en- 
hanced price the commodities are permitted to go 
to waste, or are withheld from the market except 
in such quantities as will supply the very wealthy 
who can afford to buy at the prices fixed by the 
business fabric. So with a production grossly in- 
adequate for actual needs there exists an under- 
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consumption so manf est as to paralyze the market 
and leave this minimized output in the hands of 
the producers to rot, or in the hands of the specu- 
lators to hold until the market clears up and will 
take them at the speculative prices. 

:The producers interests are promoted by a 
wide market at the producers' selling price, while 
the business interests are promoted by restricting 
the market to those who are able to buy at a price 
considerably above the seller's price, and who are 
wiling to pay this advanced price. It would not 
interest the business element to find markets for 
commodities at the producer's price. Their in- 
terest, therefore, lies in killing the market and re- 
stricting it to a small supply at high prices, rather 
than find a market for the entire natonal output 
at a price that will afford a maximum consump- 
tion with a maximum return to the growers, or 
producers. The interests of the whole popula- 
tion, as consumers, accords with the producers in 
a wide distribution at the minimum, or productive 
price. In this arrangement the producers are in- 
terested both as producers and consumers. If 
they can find a market for a maximum produc- 
tion at an advanced price above what they are 
now getting, and can in turn purchase their re- 
quirements at prices corresponding to the selling 
price of their own productions, they thereby get 
a double benefit from the system. This may be 
designated as a maximum price on sales and a 
minimum price on purchases. 
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The railway systems are interested on the side 
of speculators and business element. It is this 
business fabric that enables the railroads to make 
their profits. If the railroad business were con- 
fined to hauls from the producers to the consum- 
ers, on the basis of a single haul, the present 
freight rates based, on present production, would 
not pay the rail systems 50 per cent of their ac- 
tual operating expenses. The total annual pro- 
duction of the United States is probably about 
$20,000,000,000 and at most does not exceed $25,- 
000,000,000. On a $20,000,000,000 valuation it 
would require a 35 per cent advalorem freight 
rate to raise the present demands of $7,000,000.- 
000 which the railway system claim is absolutely 
necessary for the successful operation of the 
roads and provide the ordinary divdends for the 
stockholders. This classification aligns the rail- 
roads on the side of the speculators and business 
element, and against the interest of the producers 
and consumers. They have a common interest 
with the speculators in maintaining a wide mar- 
gin between the producers and consumers, while 
the producers and consumers interests are pro- 
moted by reducing this margin to a minimum. 

THE OBJECT OF RAILROAD LEGISLATION 
From this brief statement there appears to be 
several divergent interests to either placate or 
eliminate from the controversy. When it comes 
to a question of exterminating a part, and no 
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small part either, of American enterprises, it be- 
comes a painful question. When it comes to a 
question of continuing the existing policies where- 
by the greater part of the population are penur- 
ized the'iquestion is still more serious. And since 
the present established policies cannot be main- 
tained without this pauperizing effect upon the 
people generally, nor be abolished without exterm- 
inating a very large part of the existing business 
structure, the question to determine is which road 
will lead to the greatest prosperity and produce 
the least injury and pain. 

Before there can be any intelligent legislation 
regulating railroad freights the government must 
decide what is the object to be attained. There 
must be a definite policy adopted that leads to 
some definite results. Until a concrete policy is 
adopted and adhered to legislation will be unsats- 
factory and the roads and industry will remain 
in confusion and chaos. The act of legislation 
must be concentrated with a view to the accom- 
plishment of some specific purpose and the be- 
stowal of some specific benefits. Legislation that 
aims to bestow upon the railroads the greatest 
amount of net incomes extend to the speculative 
interest all desired transportation facilities, and to 
the producers a limited service at greatly in- 
creased cost, and to the consumers the supplies 
regardless of transportation expenses, is not such 
legislation as will satisfy any division of the in- 
terest which are demanding favorable considera- 
tion. 
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The multiplicity of divergent interests in this 
question may be summarized as follows: First, 
the railroad companies demand the right to collect 
from the public in the way of charges sufficient 
money to reimburse them for their outlay in ex- 
penses and a reasonable profit, or dividend, on the 
capital invested. And, second, a subsidiary to 
this first demand is that of the several millions of 
stockholders who have invested in railroad securi- 
ties. Third, the producers are demanding trans- 
portation for their productions, and at rates that 
will enable them to find a market that will net 
them a profit on the commodities shipped. 
Fourth, the speculators are insisting on their 
rights to use the railroads to their maximum re- 
quirements, and this regardless of the cost, since 
they can tax the freight bills to the commodities 
and pass them on to the consumers for payment; 
and, fifth, the consumers are demanding a trans- 
portation system that will deliver their supplies 
in adequate quantities and at a minimum cost for 
transportation. 

No legislation can be enacted to meet all of 
these demands. If the demands of the public be 
granted and the roads are compelled to carry 
freight at a price that does not net the stockhold- 
ers adequate dividend and thereby permits the 
rail securities to greatly shrink in value, there 
will follow a condemnation of the government by 
this railroad interest and the stockholders. They 
claim to have an inherent right to a continued ex- 
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istence and are therefore entitled to take from 
the public sufficient compensation to guarantee 
that existence. In this contention they have the 
support of the business structure and the specu- 
lators, but the producers and consumers chal- 
lenge the right of the roads to further levies upon 
them and thereby deplete their coffers in order to 
satiate the officers and security holders of the 
roads. This conflict between these two interests 
is not capable of adjustment on any basis that 
will satisfy either party to the controversy, and 
any legislation enacted will have the active oppo- 
sition of one or both of these elements. 

This irreconsilable condition is not the out- 
growth of any animosity or hatred of one toward 
the other ; it is a matter of self preservation. The 
business fabric has been permitted to grow to 
such dimensions that the producers and consum- 
ers cannot support it, and they are demanding a 
relief, which, if granted, scraps a very large part 
of American business and industry. This great 
industrial and business organization which has 
been permitted to fasten itself upon the country 
is insisting upon its perpetuity, and since the gov- 
ernment permitted, and even encouraged its 
growth, it avers that it has the right for the pur- 
pose of preserving its own existence, to continue 
to feed upon the producers and consumers even 
to the extent of their destruction, since the point 
seems to be reached where there can be no com- 
promise effected which will permit both factions 



28 THE RAILWAYS 

to prosper. This is not a fight of antagonism of one 
against the other, but it is a struggle of each for 
existence and disregards the rights and welfare 
of the other. Two friends may be in mid-ocean 
with conveyance available for only one. It is not 
a question of enmity between them as to which 
one gets the conveyance to the shore : it is purely 
a question of self preservation, and the one who 
is saved may regret extremely the loss of his 
companion. That is the attitude of the producers 
and consumers on one side and the middlemen on 
the other. One or the other must be retired to a 
losing position if not to extermination. 

It is not, therefore, the amount of the annual 
production of the country that marks prosperity 
of the railroads, but rather the number of times 
they may haul that production. Their interest 
lies more in the speculative hauls than in the orig- 
inal haul from the original producers to the mar- 
ket. After the commodities reach the market it 
is the railroads' interest to keep them moving as 
fast and as often as possible. This is practical 
business. The products on the farm are brought 
in only to fill any vacuity that arises from the 
failure of the commodities on the market to keep 
all railroads' facilities working at the maximum 
and as that vacuity arises it is filled by bringing 
more farm products on the market. The first con- 
sideration among the roads is necessarily to ac- 
commodate the second, third, fourth, fifth, sixth 
and seventh shipments of the commodities. The 
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first shipment is generally available and can gen- 
erally be had when needed to supply the specula- 
tive trade. In the hands of the producers the 
freight is still an asset for the roads, but if a 
speculator fails to get the necessary cars to reship 
freight and thereby loses a sale, a shipment and 
profit equal to the original shipment is probably 
lost to the railroad company. 

Another incentive for favoring the speculators 
in preference to the small producers and farmers 
is the fact that they are frequently large concerns 
transacting an immense business and consequent- 
ly using a large number of cars. Such men, and 
such concerns, can get cars more readily than can 
a farmer or small concern, who want sprobably 
not more than one or two cars yearly. This places 
the producers at a disadvantage and many of 
them suffer financial bankruptcy because of the 
inability to get cars necessary to market their 
products at the proper time. 

These two interests are antagonistic and no ad- 
justment can be made that will satisfy the pro- 
ducers and the speculators and give the railroads 
their necessary dividends to distribute among the 
stockholders. The question again arises as to 
which interest the government will give first con- 
sideration as between the producers and the con- 
sumers on one side and the speculators on the 
other. If the interest of the speculators is con- 
served and encouraged it means an increased cost 
of the commodities to the consumers and thus the 
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enmity and opposition of the great American pub- 
lic will perforce be incurred. The producers will 
also continue to complain of the failure to get the 
necessary cars to move their crops and other pro- 
ductions. The speculators and the railroads, un- 
der such an adjustment, will be the satisfied ele- 
ments. Would such an arrangement afford a 
stable business or a stable government? 
THREE LEGISLATIVE ANGLES OPEN 
There are three angles legislation may take in 
dealing with railroads and freight. Either one 
of these will please some of the people and re- 
ceive the opposition of some others. 

The railroads may be operated so as to pro- 
duce the necessary revenue to satisfy the railroad 
owners regardless of the cost to the public and 
the effect such regulation would have upon the 
business of the country. This policy would have 
the hearty support of the stockholders and bond- 
holders of the railroads and would alienate the 
support of the producers and consumers. This 
antipathy of the producers and consumers toward 
the government would continue as long as that 
governmental policy continued to be enforced 
against them, and there would be no chance to 
ever overcome that dissatisfaction, expressed or 
latent. Under this plan the rights of the railroad 
officials and owners are considered to the exclu- 
sion of the rights of the public as consumers. 
This system must encourage the speculators by 
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extending to them the railroad system for their 
operation, for without the speculative business 
private ownership would collapse because of in- 
suif icient revenues to meet current expenses. Pri- 
vate ownership and speculation are inseparable 
and even the railroad owners would not want to 
operate the roads if they had to depend upon the 
legitimate business of the country with all specu- 
lation eliminated. There would be no dividends 
to distribute and there would be a scramble to un- 
load the railroads on the government and get from 
under a losing enterprise. 

The second angle open for railroad legislation 
is for the government to take over the entire sys- 
tem and operate it for the benefit of the producers 
and consumers, disregarding the demands of the 
railroad owners except to the extent of compen- 
sating them for the value of the property taken. 
Under this policy the government would operate 
the roads so as to deliver the nations productions 
from the producers to the consumers at freight 
rates just sufficient to reimburse the government 
for the actual cost of operating the system. This 
arrangement would also guarantee the producers 
sufficient cars to properly handle their output, or 
production, and to the exclusion of the specula- 
tors. The consumers' welfare would be of equal 
importance with the producers and transportation 
would be practically direct from the producers 
to the consumers, thereby eliminating several 
hauls and as many or more commissions and prof- 
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its. This would necessarily increase production 
and pass that production to the consumers at 
greatly decreased prices, thereby increasing the 
consumption, happiness and comforts of the peo- 
ple. 

The third method of legislating for the rail- 
roads, and the one that will probably ultimately be 
adopted, is for the government to own and oper- 
ate the roads for the benefit of the public exclu- 
sively, disregarding in such legislation all interest 
not harmonizing with the public welfare. This 
eliminates from consideration the demands of the 
railroad owners. They are given their money, or 
property, invested in the railways' stocks and 
bonds, and they have no further financial interest 
in the railway manipulation. They can invest 
their money in some other enterprise that will 
probably net them larger incomes and at the same 
time relieve them and the public of an annoying 
controversy. This third plan would remove all 
freight charges and make the railways public 
highways for the purpose of carrying commodi- 
ties and merchandise from the producers to the 
consumers. The expenses of operating the system 
would be met by the United States government, 
just like all government enterprises are met. The 
employees of the roads would be government em- 
ployees. This system places all parts of the 
United States, and every enterprise in the United 
States, on an equal level. The cost to the consum- 
ers would be the price paid the producers with a 
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commission or profit to the individual or concern 
who handled the commodities between the pro- 
ducers and the consumers, and the profits of such 
parties would be limited by law and usurious 
charge would be punishable. 

This system opens up the way for a settlement 
of many of the industrial questions that are now 
confronting the American people and which it 
seems can be settled in no other way. 

Before taking up this theory of the question 1 
will present the reasons offered for continuing the 
present system of individual ownership and op- 
eration of the railroads, under several hundred 
of heads and organizations, instead of under one 
head with all roads unified into one great system. 
This is not a question to be passed in a passionate 
manner, nor with a feeling of anything but a de- 
sire to promote the happiness and well being of 
the American people, and increase the, prosperity 
and wealth of the nation as a whole. 
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CHAPTER III 

THREE GROUPS 

The American people may be divided into 
three groups, namely, producers, consumers and 
middle men. The group with which their in- 
terests predominate determines their classifica- 
tion. The whole people are interested as consum- 
ers. Any regulation beneficial to the consumers 
is applicable to all, and can be withheld from 
none. Consumption is universal among the popu- 
Itaion and wholesome regulations which induce 
a higher standard of living, and places the neces- 
sities and comforts of life more largely within the 
incomes of the people extends benefits in which 
every individual may share. But if in extend- 
ing this benefit to them as consumers their inter- 
est as producers, or middle-men, is so adversely 
affected that the net result to them represents a 
loss they will be classified as belonging to that 
group whose interests are adversely affected when 
legislating in the behalf of the people as consum- 
ers. 

If a garden, a factory and an orchard can be 
placed by the side of every consumer so that those 
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products can be had at the producers' selUng 
price, the present income of the consumers would 
cover five to ten times as many of such products 
as they do under the present arrangement. Con- 
versely if every factory, orchard and farm had 
placed adjacent to it sufficient consumers to util- 
ize the entire products, at the producers' selling 
price, it would require an output several times 
that of the present to meet the purchasing power 
of the people — 1,000 per cent increase in produc- 
tion would probably be short of the actual require- 
ments. This arrangement would work to the mu- 
tual benefit then of the producers in having a 
ready market for his products, and the consumer 
in having at all times a ready supply which his in- 
come will cover in sufficient quantities to meet his 
requirements. Two-thirds of the entire popula- 
tion are interested as producers and would receive 
the advantages which this proximity to the con- 
sumers would afford. This two-thirds are then 
transferred to the side of the consumers and are 
benefited again by being able to buy their require- 
ments from the adjacent farm, orchard and fac- 
tory at the producers' selling price. 

This gives the producers a double favor — a 
market for his entire productions at a remunera- 
tive price, and an opportunity to buy his require- 
ments at a price corresponding to the price at 
which he sells. Every individual, and unit of in- 
dividuals, as consumers, gets the benefits resultng 
from an abundance of low priced commodities so 
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distributed as to be equally available to the whole 
population. In this arrangement the middle-men 
are almost entirely eliminated, and except as pro- 
ducers or consumers are the recipients of an ad- 
verse regulation whose injurious effects exceed 
the favorable advantages which it extends. This 
would apparently work a hardship on this class 
or group of citizens. But the hardship would not 
be great nor enduring. They take the advantages 
which the arrangement would extend to them as 
producers and consumers and adjust their busi- 
ness to the new regulations and find life worth a 
great deal more than it is under the present sys- 
tem of manipulation and scramble. There would 
be such a large increase in production and con- 
sumption that they would find openings for new 
alignments more pleasant and fully, if not more, 
remunerative. 

SUPPLY AND DEMAND 
In order to fully understand production and 
consumption it is necessary for the reader to 
eradicate from the mind the old shiboleth of "sup- 
ply and demand regulating the market prices" of 
commodities. That old theory gained credence 
through sheer repetition, and has been accepted 
in recent times because of a lack of disposition to 
think below the surface. It is a superficfal state- 
ment that has covered a multitude of evil laws and 
economic theories. Demand has very little to do 
with the establishment of prices. Prices are regu- 
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lated largely by the supply on one hand and the 
purchasing power of the would-be consumers on 
the other. Purchasing power and demand must 
not be confounded. One means the ability to pur- 
chase, while the other means desire to purchase. 
The demand for an article unless accompanied by 
the power to buy can not influence the selling 
price. There is a demand in this country for 40,- 
000,000 automobiles, but they cannot satiate this 
demand because the would-be purchasers are 
short in purchasing power — ^they do not have the 
necessary funds with which to buy. The market 
for automobiles is very much below the demand. 
This comes from two combinations of causes. One 
is the price of the automobile. The manufacturer 
has been compelled to pay the middle-men such 
high prices for supplies and materials that the 
productive cost is great, and to this is added a 
further expense of a high freight rate over a long 
haul. The price of the car is still further in- 
creased by the commissions and profits of the 
dealers through whose hands it must pass under 
the present system. So when it reaches the would- 
be purchaser the price has gone above his pur- 
chasing power and there is no market. If all 
these unnecessary elements in the price of the au- 
tomobile be eliminated and the car be offered at 
the lowest possible productive cost there would 
still probably be no market because the purchaser 
would not have the necessary funds to cover the 
cost. This inability now results not from the 
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price of the car, but rather from the fact that the 
customer has been charged exorbitant prices for 
the food, clothing, housing and medicine neces- 
sary to meet the family needs. If the non-essen- 
tial, or speculative elements entering into the cost 
of the food, medicine and clothing be eliminated, 
those essentials can be purchased at a price which 
leave a sufficiency for the purchase of the car; 
and such elimination in the cost of constructing 
and selling the car on one hand, and the necessi- 
ties of life on the other opens up a market for 
40,000,000 cars. 

There is a demand in the United States for 
400,000,000 suits of clothes to protect the health 
of 105,000,0.00 people. A suit for fall, one for 
winter, one for spring, and one for summer. There 
is not only a demand for them, but they are badly 
needed as a matter of health and comfort. Yet 
there is a market for a very small per cent of that 
number, and for the same reasons that killed the 
market for automobiles. 

There is a demand for 50,000,000 watermelons 
per week during the melon season, but the market 
is limited to a very small per cent of that number. 

There is a demand in the United States every 
day in the year for two to five millions of bushels 
of tomatoes. One bushel represents 60 to 80 to- 
matoes. By basing the calculation on the larger 
number and giving every inhabitant three toma- 
toes daily would bring the consvmiption up to 300,- 
000,000 or 3,750,000 bushels; by basing the calcu- 
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lation on the smaller number and giving every 
person three tomatoes would give a daily con- 
sumption of 5,000,000 bushels. This means that 
there is a demand in this country for something 
like 1,000,000,000 to 1,800,000,000 bushels annu- 
ally, but 98 per cent of that demand is killed by 
the distributing system and about 2 per cent of 
that total demand is actually supplied. This 
means that the farmers' market is killed to the ex- 
tent of 98 per cent of this theoretical demand, en- 
tailing a theoretical loss annually of a sum ap- 
proaching $1,000,000,000. The group that is built 
up between the producers and the consumers, and 
known as the middle-men, is responsible for this 
suppression of the productive energies of the 
country. On the other hand, this middle group 
is responsible for the high retail price which con- 
fines the tomato market to a theoretcal 2 per cent 
of the people and places the selling price above 
the purchasing power of the other 98 per cent. 
This is very nicely explained in the following 
news item from Baltimore: 

"Baltimore, Sept. 3. — The tomato deal this sea- 
son has been very unsatisfactory to growers in- 
asmuch as canners have been unable to take care 
of their contracts in many instances, which has 
resulted in a heavy volume of fresh tomatoes be- 
ing offered on the local produce market with re- 
sultant low prices. They have sold in the whole- 
sale market as low as 30 cents a bushel basket. 
Notwithstanding their low price in a wholesale 
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way, the consumer has not received the advant- 
age of this condition and according to local daily 
newspapers, single tomatoes are selling to the 
consumer in some of the hotels as high as 50 
cents each — more than the cost of a bushel." 

In August, 1920, when there was a scarcity of 
apples over practically the entire country, and a 
ready demand at a reasonable price, and much 
above the market price in New York, the follow- 
ing dispatches are sent out from New York state : 

"Rochester, N. Y., Aug. 27. — There is no ac- 
tivity in the apple market in Western New York. 
A few dealers are feeling out the trade by mak- 
ing tentative offers in the hope that they can start 
something as a sort of base from which to work, 
but beyond that there is practically nothing do- 
ing. 

So far as the winter crop is concerned, this 
does not make much difference at this time. In 
the case of fall apples now ready to move, how- 
ever, it is another story. There is a heavy crop 
of fall apples here. Within the last 12 or 13 years 
there has been a heavy planting of Duchess, Grav- 
enstein, Alexander and other of the better fall 
sorts. These orchards have this year for the first 
time borne a fair crop. The net result is th heavi- 
est crop of fall apples perhaps ever made in the 
district. There are well established cases here of 
growers who, unable to sell, hauled in top grade 
Duchess to the city markets, and, failing to make 
sales, hauled them back and fed them to the hogs. 
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It was not altogether a question of price either, 
25 cents a bushel for the fruit would have taken 
some lots, but it was a case of not wanting them 
at any price. There has been a little business 
done on commission basis, but returns have been 
unsatisfactory." 

New York, Aug. 27. — Late last week Commis- 
sioner of Markets O'Malley received the following 
telegram signed by Frank M. Bradley and Seth 
J. T. Bush, president and secretary respectively, 
of the New York Federation of Agriculture. It 
came from Morton, N. Y., which is in the Roches- 
ter-Lockport apple belt: 

"Farmers of New York state have 400,000 
carloads of apples to sell, the finest ever grown. 
Approximately 1,000 cars ready to ship now. The 
price offered the grower, only 1 cent a pound or 
$1.50 a barrel, will not pay picking expense. Do 
your people in New York want any of this fruit? 
Unless something can be done to increase the de- 
mand and thereby secure for the grower a market 
for his fruit at a price that will cover cost of pro- 
duction, there will probably be a couple of million 
bushels of fruit wasted in this state. 

"A remedy must be found for a condition 
which gives the producer 1 cent and charges the 
consumer 25 cents. We also have pears, plums 
and peaches. 

"Can your Department of Markets stimulate 
the demand for fruit by giving the people of New 
York city the facts?" 
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The above was printed in several of the daily 
papers. The "editorial comment" by some of the 
papers was wholly misleading, while others mere- 
ly printed interviews from wholesalers and retail- 
ers. 

The question in the wire as to what consumers 
are paying is out of line and perhaps is gleaned 
from some of the reports spread broadcast by un- 
reliable dailies. All winter long large Northwest- 
ern eating apples have sold on the street stands 
at two for 15 cents and small ones for 5 cents 
each. Between the latter part of June and the 
latter part of August, when the nearby early fruit 
begins coming in, there is always a slump. Small 
apples are now selling on the stands at two for 
5 cents and large ones 5 cents each and three for 
10 cents." 

Here were apples selling in Rochester for 25 
cents a bushel and retailing in New York City for 
21/^ to 5 cents each. Five good apples selling in 
the city for as much as the producer got for one 
whole bushel. The retail price restricted the mar- 
ket to a very few of the city population and all 
that would not sell at the price fixed by the sys- 
tem, the farmers could feed to the hogs or let them 
rot in the orchard. 

The Kansas State Board of Agriculture ad- 
vises that in December, 1920, 77,000,000 bushels 
of wheat were held by the farmers of that state. 
Forty-three per cent of this wheat would have 
been marketed if the farmers could have secured 
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the necessary cars, before the slump in the price 
of wheat occurred. The price of wheat on the 
farm became so low that it would not pay the ex- 
penses of growing the crop. This same wheat 
was selling to the consumers in the form of flour 
at a price which would have paid a reasonable 
price for milling and still netted the growers a 
profit if they could have received something like 
the price the consumers were paying. But the 
system refused to handle the grain and flour with- 
out cutting out for themselves a slice of the selling 
price which left the farmers' price below the cost 
of production. And the producers must accept 
as their compensation what the system leaves af- 
ter whittling down the prices paid by the con- 
sumers. 

Senator Calder of New York states that coal 
reaching the Eastern markets passes through the 
hands of four or five middle men. And that the 
system mulched the American consumers of coal 
to the extent of $1,500,000,000 during 192,0. He 
proposes to remedy the evil by placing a tax on 
these intervening dealers and thus eliminate them 
as factors in the ultimate price of coal. This may 
bring a measure of relief, but the probabilities are 
against the efl;ectiveness of the measure. It will 
tax out some of the small dealers, but that will 
throw the business more into the hands of a few 
large dealers who will thus have a monopoly on 
the handling of coal, and the tax will give them an 
excuse for increasing the price. 
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These few concrete instances are sufficient to 
forcibly show the necessity for an adequate dis- 
tributing system without an enormous expense 
bill attaching to the conMnodities as they pass 
along from the producers to the consumers, and 
thereby give the producers the benefits of sub- 
stantially the ultimate selling price, and the con- 
sumers the benefits of the producers' selling price 
with only a reasonable intervening expense added. 
This will lift the producers out of the mire, and 
relieve the consumers of hunger and want and 
privations. 
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CHAPTER IV 

PRIVATE OWNERSHIP AND OPERATION 

The railroad officials deny responsibility for 
the disparity between the producers' selling price 
of commodities and the consumers' purchasing 
price. They present a formidable array of in- 
formation for public consideration. This is enti- 
tled to proper weighing and investigation. They 
are entitled to have their side of the question pre- 
sented and backed with all the logic and argument 
which the facts will support. And the public 
should give them that respectful hearing commen- 
surate with the importance of the question in- 
volved, and the great amount of wealth invested. 
Any question that will not stand an open and 
frank discussion of its merits is not constructed 
on a sound foundation. The more a sound policy 
is discussed and understood the stronger it be- 
comes engrafted on the body politic as one of the 
permanent factors of government. 

Mr. Julius Kruttschmitt, president of the 
Southern Pacific Company, ably defends the rail- 
roads aaginst the charge of unduly increasing the 
cost of commodities between the producers and 
consumers. In an article prepared for the press 
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on this subject he states : 

"To establish the influence of freight charges 
on the high level of commodity prices, in 1919, as 
compared with 1914, the Interstate Commerce 
Commission's methods of computing tonnage and 
revenue statistics and ours in establishing prices 
being the same in both periods will not affect the 
soundness of these conclusions: 

1919 1914 
Average commodity value per ton 

"freight originated" $119.00 $56.00 

Freight charges per ton "origi- 
nated" 2.80 2.00 

Increase in commodity cost to the 
consumers per ton 1919 over 

1914 63.00 

Increase in the freight charges 

per ton 80 

Relative freight increase to cost 

increase 1.3% 

In other words, only 80 cents out of $63.00, or 
1.3 cents of every dollar of increase in value of 
commodities in 1919 was caused by increased 
freight charges: the responsibiliiy for the re- 
maining $62.20 increase per ton must be sought 
elsewhere. It was not caused by freight charges." 
INCREASED FREIGHT RATES. 
The railroads were returned to private control 
March 1, 1920. The Esch-Cummins bill which au- 
thorized this return guaranteed the stockholders 
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against any loss for a period of six months. It 
guaranteed that all expenses that the manage- 
ment might, or would, make would be fully cov- 
ered by the receipts from the business done by the 
roads, and failing to meet this guarantee the gov- 
ernment would, through the taxpayers "dig up" 
any deficiency that might be necessary to save the 
stockholders and bondholders against loss through 
unavoidable causes, or even through negligence, 
or inefficiency. 

In addition to this guarantee government was 
to pay the railroads a rental of $452,517,568 for 
the first six months under private control. A de- 
ficiency began to pile up against the government 
from the very first and at the end of six months 
under private control the railroads had sustained 
a loss, according to their books, of $182,134,790. 
This with the rental promised by the government 
amounting to $452,517,568 placed the government 
in debt to the railroads at the end of the first six 
months $634,652,350, or more than $100,000,000 
per month. 

:In addition to the provisions just stated the 
bill further promised the railroad owners a net 
profit of six per cent per annum on their invest- 
ment for a period of two years. In order to save 
the taxpayers from having to "dig up" to meet 
this further promise it was proposed that the rail- 
road charges for services be materially increased 
so as to cover this amount. Accordingly freight 
rates were increased from 25 to 40 per cent, pas- 
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senger rates were increased 25 per cent and the 
Pullman Company got a raise of 50 per cent, the 
total making an aggregate raise of something like 
$1,700,000,000 in the receipts OF THE TRANS- 
PORTATION COMPANIES. 

NO MATERIAL INCREASE IN COMMODITY 
PRICES 

With this great addition to the incomes of the 
railroad corporation the officials present detailed 
statements showing how very little, if any, of it 
will be paid by the consumers of the commodities 
hauled. B. F. Bush, president of the Missouri Pa- 
cific Railroad, gave to the public a detailed state- 
ment of the results of his calculations on the ef- 
fects of the increased freight rates on the selling 
prices of commodities hauled. He says: "The 
computations show that the rate increases will 
play so unimportant a part in the cost of goods 
as to be almost a negligible factor. While these 
figures apply to rates in the St. Louis section, they 
are comparable with schedules and advances in 
all other sections of the country. 

"Beef, mutton, pork, ham and bacon from 
Kansas City to St. Louis are now carried at 23 
cents per 100 pounds. The advances in these will 
be 8 cents per 100 pounds or eight-tenths of a 
mill per pound. 

"Potatoes from Kansas — 350 miles away from 
St. Louis — now take a rate of 24 cents per 100 
pounds. This will be advanced 8.5 cents per 100 
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pounds or 85^100 of a mill per pound, the unit 
at which potatoes are now retailed. From Colo- 
rado — over 1,100 miles away — potatoes now take 
a rate of 50 cents per 10.0 pounds. This will be in- 
creased 17 cents or 2 mills per pound. 

"The rate on flour from Minneapolis and Kan- 
sas mills — over 500 miles away — is 24.5 cents per 
100 pounds. This will be increased 8.5 cents or 
approximately 2 cents for a 24-pound sack. 

CANNED GOODS AND COFFEE 

"Canned goods from Indianapolis from which 
large quantities are shipped, take a rate of 21.5 
cents per 100. This rate will be increased 8.5 
cents or less than 2 mills for a two-pound can; 
from Crane, Missouri, the rate is 30.5 cents per 
iOO pounds and will be increased 10.5 cents or 
approximately 2 mills per two-pound can; from 
Baltimore, Md., a large shipping point for canned 
goods, the rate is 49.5 cents and will be increased 
20 cents or 2 mills per two-pound can. 

"Sugar from New Orleans takes a rate of 44.5 
cents, which will be increased 14.5 cents or less 
than one and one-half mills per pound. 

"The rate on rice from New Orleans is now 
36.5 cents per 100, but will be increased 12 cents 
or one and one-fifth mills per pound. 

"The rate on milk from the chief shipping 
points, 30 to 60 miles distant, now average 2.5 
cents per gallon. The advance in this will be 20 
per cent, equivalent to one and one-quarter mills 
per quart. 
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BUTTER AND EGGS 

"Butter from Elgin, 111., and from creameries 
in Missouri, 250 and SjOO miles distant, takes a 
rate of 44 cents per 100 pounds, which will be in- 
creased 15 cents or one and one-half mills per 
pound. 

"Eggs from Missouri stations, 250 miles dis- 
tant, now take a rate of 40 cents per 100 pounds. 
These will be advanced 14 cents per 100 pounds 
equal to three and one-fifth mills per dozen. 

"Clothing from New York and Boston, includ- 
ing shirts, underwear, shoes and stockings, is now 
charged a rate of $1,315 per 100 pounds. This 
will be increased 52.5 cents perl 00, which would 
add to the cost of an overcoat or suit of clothes 
2 and 1-10 cents; to the cost of a pair of shoes 
about 1 cent; on shirts, stockings and underwear 
not more than 2 mills each, and all this for a 
transportation haul of 1,100 to 1,200 miles. 

"Calicoes, sheetings and ginghams take a rate 
from Boston of 98.5 cents per 100 pounds. This 
will be increased 39.5 cents, which means an add- 
ed cost of a fraction over one-half mill per yard 
for the 1,200 miles transportation. 

NO REASON FOR HIGHER PRICES 

"It can be readily seen that there is not the 
slightest justification for any material increase by 
the dealers in the price of articles because of the 
new freight tariffs. Rates must be high enough 
to meet this increased expense of higher wages 
and advanced cost of material and supplies en- 
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terng into the operation of railroads and yield 
reasonable returns on the investment." 

W. Jett Lauck, statistician and economist for 
the railroad Labor Board, supported the conten- 
tion of the railroad officials that there need be no 
material increase in commodity prices as the re- 
sult of the increased freight rates. He states : 

"There is no occasion for alarm in the prospect 
of an addition of a billion and a half dollars in 
the transportation bill of the country, provided 
this item is not multiplied four or five times be- 
fore it is presented to the people for payment. 

"For instance, by no possible computation can 
the freight rates be made to justify an increase of 
1 cent per pound in the price of meat, or 5 cents 
per pair in the price of shoes, or 10 cents in the 
price of a suit of clothes, pr one-fourth of 1 cent 
in the price of a loaf of bread. Hence the public 
should be informed, and the forces of the govern- 
ment should be on hand to see that no unjustifi- 
able burden is placed on the people as a result of 
the Interstate Commerce Commission's solution 
of the financial problems of the railroads." 

Dr. Grover G. Huebner, professor of com- 
merce and transportation, Wharton School, Uni- 
versity of Pennsylvania, expressed the following 
opinion on the result of the increased freight 
rates: "It is perfectly clear that the public was 
losing money by not paying freight increases for 
the reason that the latter enabled the railroads 
to perfect their transportation facilities and so 
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increase the supply of commodities. 

"As for the cost of living being enormously in- 
creased by the one and one-half billion dollars to 
be given to the railroads, this is a fallacy. The 
increase is simply an investment which will check 
the high prices and bring them nearer to normal." 

A. P. Thom, general counsel for the Associa- 
tion of Railway Executives, made the following 
statement: "At a recent meeting before the In- 
terstate Commerce Commission, a large number 
of shippers testified that inadequate transporta- 
tion was far more costly to them than adequate 
transportation rates. They presented the view 
that if the producer cannot get his goods to mar- 
ket, production of the necessities of life will be di- 
minished. On the other hand, if the producer can 
get adequate transportation production will be en- 
couraged. 

"If the supply of the necessities should be cur- 
tailed by inadequate transportation and the sup- 
ply thus diminished, the cost of living would in- 
variably go up. On the other hand with adequate 
production and a bountiful supply in the markets 
of the counti-y the result would be to diminish the 
cost of living. 

"While, of course, the demoralization incident 
to the war and to the government control and 
management of these properties cannot be over- 
come at once, the effect of the recent rate decision 
is to supplythe means by which carriers will be 
able to make more effective efforts to get the in- 
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strumentalities of transportation back upon a 
normal basis and in more efficient operation." 

John J. Esch, chairman of the Committee on 
Interstate and Foreign Commerce, makes the fol- 
lowing statement in behalf of the private owner- 
ship of railroads : 

"The roads have made a remarkable showing 
of increased effciency by securing greater use of 
equipment on hand. This has been accomplished 
by increasing the tonnage of the freight car from 
28.3 tons on March 1, 1920, to 29.8 tons on Sep- 
tember 1, being a 5 per cent, gain and equivalent 
to 100,000 cars; and by increasing the average 
mileage per day from March 1, 1920, of 22.3 miles 
to 27.4 miles on September 1, being a gain of 23 
per cent., which is equivalent to 400,000 cars. 
There has also been a large increase in the num- 
ber of cars loaded. In the first week of June this 
year there were 769,000 cars loaded, and the last 
week of August, 985,000 cars, and the first week 
of September 994,677 cars, while for the week 
ending October 21, the total had reached 1,010,961 
cars. The number of tons moved one mile during 
the first eight months of 1920 was 3,000,000,000 
tons more than during the first ten months of 
1918, which was the record year and while we 
were in the midst of war." 

The reasons offered in behalf of private own- 
ership and operation of the railroads of the coun- 
try may be divided into two classes, or lines of ar- 
gument. One appeals to the purely mercenary 
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side of the question. It sets up the vast amount of 
money invested in railways' stocks and bonds. 
The capital stock of 481 companies, operating 
250,473 miles, is placed at $7,251,186,490, and the 
bonds held against these same roads is placed at 
$10,196,424,871^ making a total of more than $17,- 
540,000,000. The total value of all the railroad 
property of the county is now placed at approxi- 
mately $20,000,000,000. This property these rail- 
road owners insist they have the right to retain 
and operate to their own profit, and in such way 
as to assure them reasonable income on their in- 
vestment. The railroads are a business enter- 
prise and they have the right, so long as they do 
not transcend any law of the country, to haul any 
freight offered, and as many times as offered, and 
at a rate that will pay expenses and net them the 
required profits. This is as little as could be asked 
of the railroad management as one of the great 
businesses of the nation. The immediate effect of 
their operations is all they are required to consid- 
er. They should not be required to be public bene- 
factors and consider the welfare of the public ex- 
cept as shippers. If any one desires to ship any- 
thing over the raillines the roads are interested in 
so far as it will net them a profit to haul any com- 
modity offered. But there is where their interest 
ends. They only know the American public as 
shippers: as consumers they know nothing of 
them. They are not supposed to be any more 
considerate of the consuming public than are any 



AND THE PEOPLE 55 

other lines of business,and since no branch of 
American business is, or can be, operated success- 
fully in deference to the welfare of the public as 
consumers it is unreasonable to expect them to 
operate their lines of roads so as to make a sav- 
ing to the ultimate purchasers of the commodities 
hauled. The first and only purpose of operating 
the roads is for profit, and that rate which will 
yield the required profit the public should pay 
without complaint. 

Then again from the viewpoint of the consum- 
ers the railway officials claim they can operate 
the various systems, separately, at less cost to the 
public than they can be operated as one system 
under government control; and that in addition 
to making a profit for their owners they are at 
the same time giving better service and at reduced 
expenses, thus saving so much to the consumers 
who are receiving so much solicitude from the op- 
ponents of private ownership. And government 
ownership must, necessarily, be at a loss, since the 
expenses would greatly exceed the revenues under 
government control and operation. As. proof of 
this contention the following table is presented 
showing the result of gevornment operation dur- 
ing the year 1918 : 

Net operating revenue. $4,842,695,884 

Expenses of operation 3,939,315,122 

Operating ratio 81.35% 

Net federal income after taxes and 
Standard return guaranteed by the 
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rents 688,200,083 

government 890,335,685 

Deficiency 212,335,685 

This table shows that during the year 1918, 
under government operation, the income from 
revenues fell more than two hundred millions of 
dollars short of paying the operating expenses 
and the dividends which the government had 
guaranteed to the stockholders, and in the face 
of this showing, the railroad officials contend, the 
adovcates of government ownership cannot rea- 
sonably claim there is a saving and economy in 
government operation. 

FREIGHT RATES SMALL ITEM IN TOTAL 
COST OF COMMODITIES 
It is claimed in behalf of the private owner- 
ship that in the total cost of commodities the item 
of freight is nominal, and is not really felt by the 
consumers. And thus the railroads are operated 
by the private corporations without any annoy 
ance to the government and without being per- 
ceptibly felt by the public. 
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CHAPTER V 

FACTS CONFUTING THEORY 

The Esch-Cumtnings act granting an increase 
in rail rates has now been in operation long 
enough to show results. It is no longer a ques- 
tion of theory or opinion as to what the results 
to business and production will be. Private own- 
ership has fully demonstrated its incapacity to 
handle the business on a basis commensurate with 
nation's requirements. Under the rate effective 
when the private ownership assumed control the 
business was so great the roads were unable to 
handle it. In September there were orders on file 
for 142,000 more freight cars than they were able 
to supply. This inability to move the freight 
manifested itself immediately after the govern- 
ment released the roads to private control. As 
early as May, 1920, the Associated Press carried 
the following information on the railroad situa- 
tion: 

Washington, May 12. — (By the Associated 
Press) — Congestion of freight in the principal 
railroad terminals, probably the worst since the 
hard winter of 1917, is beginning to be felt in 
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business and commerce all over the country. 

Appeals for relief pouring into Washington to 
the Interstate Commission, the railroad adminis- 
tration, and to congress, picture the big railroad 
gateways choked with thousands of loaded freight 
cars unable to move because of shortage of men 
and motive power. 

Although the situation has been showing local 
effects for the last two weeks, it now is being 
shown in its nation-wide aspects and the appeals 
for relief coming to Washington contain predic- 
tions that unless the jam is broken it will be re- 
flected more than ever in decreased production, 
slowing down of industry and probably a tremen- 
dous labor turnover. 

There is pressing need today for 82,411 cars 
to take care of the most urgent demands, rail- 
road men declare, although they say this shows 
a reduction of approximately 10,000 over April 
report." 

The urgent demand for cars continued until 
the raise in freigh"t rates killed the business down 
to the capacity of the privately operated system 
to handle it. This first six months under private 
operation affords some very valuable material for 
comparison with the previous six months under 
government control. 

This shortage of cars continued until the first 
of September, 1920, when the increased freight 
rates became effective. This six months affords a 
very good opportunity to compare with govern- 
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ment operation. On March 1, 1920, the govern- 
ment relinquished control and the roads were re- 
turned to the private owners. The government 
control had existed for a period of twenty months. 
During this twenty months the government oper- 
ated the roads so as to meet all expenses and paid 
the stockholders a large part of the dividends 
which had been promised them. The receipts 
from operating the roads fell short about $725,- 
000,000 of paying the dividends amounting, 
to $890,000,000 annually or approximately $1,500,- 
000,000 for the entire twenty, months. This short- 
age of something like $725,000,000 was paid by the 
people in the form of taxes to the government, 
and by the government paid to the stockholders 
as their profits on the investments. So this is 
where the government fell down in its operation 
of the rail systems. It paid expenses and paid 
the railroad owners $775,000,000 as profits, but as 
stated before was short about $725,000,000 of 
what the government promised them. Because 
the government had to collect this amount from 
the people through taxation brought condemna- 
tion on the government for incompetent and in- 
efficient operation of the system. The railway 
officials stigmatizes the government control as a 
failure because it failed to make the operating 
Income meet the expenses and pay them the des- 
ignatd profits. 

The first six months of private operation after 
the return of the roads was a most propitious one 
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for the roads under private control to disparage 
unified control which they had superseded. They 
had an abundance of freight to handle, and the 
systems were taxed with business beyond the ca- 
pacity of private operation. Business was piled 
upon them until they were submerged with the 
great quantities of freight which the owners were 
begging to have moved. There were something 
like 100,000 carloads in excess of their capacity 
during this whole six months' period. The result 
of this six months' private operation is told in 
the following figures taken from the Financial 
Chronicle, and printed in the New York Evening 
Post, under date of December 31, 1920: 
NET EARNINGS AFTER TAXES 





1920 


1919 


Changes 


Oct. . 


...$117,998,825 


$103,062,304 


+$14,936,521 


Sept. 


.. 102,329,084 


93,423,391 


+ 8,905,693 


Aug. 


.. *71,853,826 


89,418,961 


—161,272,787 


July 


.. 18,827,733 


87,949,402 


— 69,121,669 


Jun. 


.. 24,147,215 


64,425,847 


— 40,278,632 


May 


.. 28,684,658 


51,036,449 


— 22,372,391 


Apr. 


.. 11,797,818 


41,637,642 


— 29,839,824 


Mar. 


.. 40,872,775 


27,202,867 


+ 13,669,908 


Feb. 


.. 10,688,571 


27,117,462 


— 16,428,891 


Jan. 


.. 85,908,709 


36,099,055 


+ 49,809,654 




1919 


1918 




Dec. 


.. 38,536,432 


44,919,752 


— 6,383,320 


Nov. 


... 48,130,467 


74,979,347 


— 26,848,880 



*Deficit. 
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CROSS EARNINGS 
1920 1919 Changes 

Oct. ..$633,852,568 $503,281,630 +$130,570,938 
Sept. .. 594,192,321 480,408,546 + 113,783,775 
Aug. .. 411,423,158 367,865,628 + 73,557,530 
July .. 467,351,544 401,376,485 + 65,975,059 
Jun. .. 430,931,483 369,225,761 + 61,705,722 
May .. 387,330,487 348,701,414 + 38,629,073 
Apr. .. 385,680,982 372,828,115 + 12,852,867 
Mar. .. 408,582,407 347,090,277 + 61,492,190 
Feb. .. 421,180,876 348,749,787 + 72,431,089 
Jan. .. 494,706,125 392,927,365 + 101,778,700 

1919 1918 

Dec. .. 451,991,330 440,481,121 + 11,510,209 
Nov. .. 436,436,551 439,029,989 — 2,593,438 

These figures show that for every one of the 
first six months, excepting March, the net earn- 
ings were below that of the corresponding month 
of the previous year when the government was 
managing the roads. And for the month of Au- 
gust the private operation fell behind in net earn- 
ings, $161,272,878, the government record for the 
previous year. 

This slump in net earnings, under private oper- 
ation, forced the government to go to the people 
with a tax to raise $656,000,000 to meet a six 
months' deficiency. This is only about $100,000,- 
000 short of the total deficiency which developed 
during the twenty months of government opera- 
tion. And the monthly deficiency under private 
operation is just about three times what it was 
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under unified control. They cannot attribute this 
slump in net earnings to a slump in business for 
the business during this six-month period was 
at all times pressing the roads beyond their ca- 
pacity. Nor can they attribute it to a shortage 
of equipment as was at first tried. Under the 
unified control the government had ample equip- 
ment to handle the business and at times had as 
high as 400,000 to 500,000 idle cars in excess of 
traffic requirements. The government has been 
condemned for not providing additional equip- 
ment while it had control of the roads. It pro- 
vided all the new equipment needed to handle the 
traffic and there was no occasion for more than 
that. F. D. Underwood, President of the Erie 
Railroad Company, voices this sentiment in the 
New York Evening Post's Review of the year 
1920, as follows: 

"(5) No comparison between the physical con- 
dition of the railroads during the period of Fed- 
eral administration and the present is accurate. 
The locomotives are, as a whole, in as good condi- 
tion as they were prior to 1918. A great number 
of new cars are not needed. The difficulties in 
moving traffic are not wholly due to a shortage 
of cars. When put in good order and maintained 
the present cars will meet the present require- 
ments. At this writing there is a surplus of 
equipment." 

In the same issue of that paper is the follow- 
ing comment by W. G. Bierd, President of the 
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Chicago and Alton Railroad Company: 

"The greatest need of the railroad today is that 
amount of money necessary to improve locomo- 
tive terminals, sidings, switching yards, and dou- 
ble tracking, so that a greater efficiency can be 
secured from the eiquipment now owned and oper- 
ated. If a reasonable amount of money is ex- 
pended on these facilities to enable the railroads 
to get a higher efficiency out of the equipment 
now owned there is, generally speaking, enough 
equipment in the country as soon as it is placed 
in a good state of repair to move with prompt- 
ness all the business there is to move, and even 
more than has ever been moved in the past. For 
the greatest weakness of the American railroads 
today is their inability to get the best out of the 
equipment they have purchased and are main- 
taining. 

"I go so far as to say that a large amount of 
additional equipment will retard, rather than in- 
crease, our carrying capacity. The failure now is 
that we do not move the equipment as it should 
move. Therefore, a not large sum, but a reason- 
able sum of money, spent to improve terminal 
facilities will not only increase the railroads' ca- 
pacity to a great degree but will do more to re- 
duce operating expenses than any other moneys 
that could be spent." 

The $656,000,000 which the taxpayers are call- 
ed upon to raise to make good the government 
guarantee to the railroad owners is a very small 
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part of the actual cost of private rail operation. 
Instead of hauling products from the source of 
supply they supplied the cars to speculative trade 
and stiffled shipments from the points of produc- 
tion. This created a scramble for the supplies 
then on the market and the speculative trade util- 
ized the transportation system to almost its full 
capacity and products on farms and at factories 
were permitted to rot or depreciate in value. The 
fruit and truck growers lost millions of dollars 
worth of products because they were denied a car 
supply. The wheat growers in the state of Kan- 
sas alone are estimated to have lost something 
like $100,000,000 on account of the private system 
refusing to furnish them cars to move their grain 
during the shipping season. The total loss to the 
growers cannot be adequately estimated but it no 
doubt runs into the billions of dollars. This loss 
is certainly much in excess of the $656,000,000 
which the taxpayers had to "dig up" to make good 
the deficiency in six months' private inefficiency. 
THE RESULT OF THE INCREASE IN RATES 
On August 26, 1920, the new railroad freight 
rates became effective. On the basis of the pre- 
vious year's business it was calculated to raise 
approximately $1,700,000,000 more revenue than 
the old rates provided. The statisticians who did 
this figuring belong to the old school of supply 
and demand as a general regulator. They figured 
that if there were as large supply of freight as 
the previous year there would be as large demand 
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for railway service to transport that freight to 
the markets. In this they were mistaken in part. 
The demand was there. There was as much, or 
more freight, to be hauled, but there was not a 
market for the freight service at the established 
price. The demand was not coupled with the abil- 
ity to pay, and therefore there was no market foi 
a large part of the railway service and it went to 
waste because it was placed above the ability of 
the people to pay. This killed a large part of the 
freight service and it destroyed a larger part of 
the county's products. Even the men who manip- 
ulated this Act through Congress, did not realize 
its baneful effects. And certainly the people were 
ignorant of what was to be the results of this 
legislation. 

Hon. George Huddleson, in a speech delivered 
in Congress, on December 31, 1920, characterizes 
that legislation in the following language: "It 
was obvious to those who understood the Esch- 
Cummings Act that the public Treasury would 
be rifled under the provisions by which earnings 
were guaranteed for a limited time. Under that 
provision $656,000,000 has already been taken out 
of the Treasury by the Railroad owners, and it is 
reliably stated that another $656,000,000 will be 
required to discharge the obligation which was 
assumed by that act. This will make a total of 
$1,300,000,000 which is $65 for every head of a 
family in the United States." 

"The eyes of the people are being opened at 
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last. They are seeing now what they should have 
seen months ago. Their anger rises as they be- 
come enlightened, and it may transpire that they 
will be aroused before it is too late to take ven- 
geance. 

"The power of the interests behind the rail- 
roads is overwhelming. They are able to mold 
and control public opinion at will. At a sign from 
them the presses of great newspapers change 
stroke, the channels of public informtaion are 
blocked, criticism is silenced, and bandages are 
placed upon the eyes of the people. Dealing with 
these great selfish interests we are confronted not 
only by railroad officials and manipulators but 
with captains of industry and finance, capitalists, 
and, after them, with civic bodies and with wealth 
and property interests with lines running from 
the heart of Wall Street throughout American 
business life down to the shareholder of the coun- 
try bank. All are marshaled to meet an attack. 
It is not merely a matter of politics or business 
but ties onto social affiliation and prestige; and 
the attacker finds himself not only strangled in 
business life but alienated from his friends. To 
attack these great financial interests is, they say, 
'making war on society and on our institutions.' 
To criticize the crooked managements of railroads, 
and the schemes by which they are enabled to 
fleece the people, is to be a 'socialist' or a 'bol- 
shevist' and an enemy of society and to be frown- 
ed on by the highest social classes from the met- 
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ropolitan club to the lively circles of the village 
literary society." 

Mr. Huddleson quotes from the Birmingham 
Advance as follows: 

"The true inwardness and meaning of the 
Esch-Cummins Act now begins to be seen by even 
the least informed. The most simple-minded can 
not shut his eyes to the startling increase in rail- 
road rates which the law has caused. Under it 
the Interstate Commerce Commission was com- 
pelled to grant exorbitant increases, which in this 
territory are 25 per cent on all freight rates, 20 
per cent on passenger fares, and 50 per cent on 
Pullman charges. It is estimated that the annual 
charge upon the pockets of the people of the 
United States which the increased rates will pro- 
duce is over $1,500,000,000, the equivalent of $7o 
for each family. Think of it! A tax of $75 an- 
nually levied by this law upon every head of a 
family in America. 

"But the increase of $75 annually on each head 
of a family, which goes into the pockets of Wall 
Street, does not represent all of the added burden 
imposed upon the people, for to the increased 
rates must be added increased profits, manufac- 
turing costs, overhead charges, and a multitude 
of other items. Experts on the subject estimate 
that for every dollar that goes into the pockets 
of the railroads, $5 are taken from the consumer. 
So that the colossal steal from the American peo- 
ple chargeable to the Esch-Cummins Act reaches 
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the stupendous total of $7,500,000,000, $375 for 
each family per year." 

The following specific increases in rate are 
given in reply to the statements made by the rail- 
way officials that the rate increase would not be 
felt by the public: 

Brawley, Calif., Dec. 17. — L. C. Seibert of the 
Crutchfield & Woolfolk interests, said this week: 

"The increase in the freight rate alone, figur- 
ing an average of 200 crates to the car, represents 
as much profit as the grower ordinarily makes and 
the freight rate must come out of the grower's 
end." 

The outlook for cantaloupes is equally serious 
and unless relief is secured it now looks as if there 
will be a greatly curtailed acreage. 

Following are a few of the old and new rates 
on cantaloupes from Brawley to various Eastern 
cities. These figures comprise only the recent flat 
increase granted the railroads, previous raises 
granted the roads not being shown: 
Brawley to Kansas City — 
1921 $1.57 

1920 $1.23 Increase 28c. 
Brawley to Chicago — 

1921 $1.59 

1920 $1.29 Increase 30c. 
Brawley to Pittsburgh — 

1921 $1.79 

1920 $1.45 Increase 34c. 
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Brawley to New York — 

1921 $1.92 

1920 $1.56. Increase 36c." 
"Los Angeles, Dec. 10 — L. K. Small, executive 
chairman of the vegetable dealers' department of 
the Produce Exchange of Los Angeles. 

"For instance, with nearly every letter from 
the general office of most railroads one sees a 
neatly printed circular calling attention to the 
fact that the recent increase on a great many 
commodities amounts to but an infinitesimal frac- 
tion of the actual value of the commodity men- 
tioned and quote as an example the increase on a 
pound of beef from Reno to Los Angeles or the 
increase on a silk shirt from New York to Chi- 
cago. Realizing, of course, that the vast majority 
of people do not wear silk shirts nor do they ship 
much beef between the points specified, it might 
be interesting to the public to know just how this 
increase affects them on some of the commodities 
which they consume daily. 

"For instance, take California lettuce, a com- 
modity which is shipped every day in the year 
from Los Angeles county to all parts of the Unit- 
ed States and on which the average center of dis- 
tribution would probably lie somewhere just East 
of Chicago. The old freight and refrigeration 
rate on lettuce to Chicago was roughly 95c and 
with the recent increase now amounts to $1.44 per 
average crate, an increase of 49c. Now when one 
considers that the actual value of this lettuce in 
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California during a larger part of the shipping 
season approximates 60c per crate at the field, 
and the increase amounts to 49c, it does not take 
a mathematician to see that the increase is equiv- 
alent to approximately 70 per cent of the value of 
the commodity. 

"Another good illustration is California canta- 
loupes, of which, during a normal season, more 
than 5,000 carloads are moved annually from the 
Imperial Valley. These cantaloupes can be con- 
tracted at shipping point on a basis of $1 per 
crate for the melons and the freight increase 
amounts to approximately 50 per cent. This 
same ratio holds true to a greater or less extent 
on practically all California commodities, but one 
never hears carriers cite these illustrations in 
their printed propaganda. 

Kansas City, Dec. 10. — Rate increases, appar- 
ently amounting to an average of one-third of the 
already existing charges, have in actual applica- 
tion worked to double the cost of transportation 
for perishable fruits and vegetables, according to 
members of the local trade. 

In analyzing the freight rate increases, R. R. 
Brown, local manager for the C. H. Robinson Co., 
points out that these increases have been fairly 
uniform and that the average of transportation 
costs is approximately twice that of a year or so 
ago. In citing specific instances, Mr. Brown 
shows that a car of California celery for which 
the shipper received $292.05, cost a total of $874.- 
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33 laid down at Kansas City. 

Of the costs attendant upon the delivery of 
this car of celery, $292.05 was the cost of the cel- 
ery f. 0. b. Orwood, Calif., $94.60 was the cost 
of 172 crates at 55c each, $403.48 was the freight 
charge, $14.20 was war tax, and $70 was the cost 
of refrigeration. From these figures, the deliver- 
ed cost per crate of this celery was $5.08, of 
which cost, $2.84 was for transportation. The 
rate on a similar shipment made in November of 
1919 was $2.17 per crate and on shipments dur- 
ing previous seasons, approximately $4.70. 

Similarly with Northwestern apples it is point- 
ed out that whereas transportation costs totalled 
47c per box up until recent seasons, present costs 
from Northwest shipping stations are 86c per box 
to Kansas City. 

On grapefruit, a recent shipment may well be 
used as an example. In this shipment were 348 
boxes which at a freight cost of $1,531/^ per box, 
totalled $534.18. Added to this the $16.03 war 
tax, the total cost delivered was $550.21 or $1.58 
per box as compared with a cost of $1.15 a year 
ago and 92c per box prior to January 1, 1919. 

The schedule of rate increases which the rail- 
roads are publishing through the magazines for 
the enlightenment of the public seem misleading 
in the light of those facts, at least as far as the 
fruit and vegetable industry is concerned, and re- 
ceivers say that no one thing is doing as much to 
injure the producers and the trade as are the 
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prohibitive freight rates which are being charged 
by carriers under the new rate advances. That 
this rate increase will likewise react to the detri- 
ment of the carriers themselves is believed as the 
high rates are reducing tonnage, thereby curtail- 
ing rather than increasing the net revenues of 
the roads. 

HOW INCREASED FREIGHT RATES ARE 
AFFECTING PRODUCTION 

A few opinions of leading men on the effects 
of the increase in freight rates. These opinions 
are taken from the New York Packer dated Jan- 
uary 1, 1921. 
From Andrew MacKay & Co., Penn Yan, N. Y. : 

Would say much of the apple and cabbage crop 

has gone to waste in this section owing to high 

prices of freight and packages. Express rates are 

so high that small fruits were allowed to go to 

waste as growers could get nothing out of them. 
^ m nt 

From Craddock & Stallings, 

Humboldt, Tenn.: 

In our opinion the reduction in tonnage will 

more than offset the gain to the railroads because 

of the freight advance. 

« « « 

From Herbert Chase Produce Company, 
Delta, Colo.: 
Because of freight rates we are not now ship- 
ping onions or potatoes to Texas points, formerly 
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our best markets. Present cost to deliver to 
Houston is $1.01 per cwt. The business here will 
not stand it. 

* Hs 4: 

From American FruitGrowers, Inc., 

T. H. Peppers Division, Los Angeles: 

We cannot over-emphasize the seriousness of 
the situation which has arisen as a result of the 
many and continued advances in our transporta- 
tion costs from California to Eastern markets. 

The last advance amounting to about 33 1-3 

per cent seems to be the straw that is breaking 

the camel's back, although from its very size it 

seems more like a ton of hay than a straw. 
* * * 

From Eastern Shore of Virginia Produce Ex- 
change, Onley, Va.: 
We have no doubt but that shipments of fruits 
and vegetables have been, and will be in the fu- 
ture, greatly curtailed by the excessive freight 
rates which are now being charged by the rail- 
roads. 

* * Us 

From Apple Growers' Association, C. W. McCul- 
lagh. Hood River, Ore.: 
In our opinion several hundred carloads of ap- 
ples will either go to the cider, vinegar or canning 
plants or will be dumped unless there is a ma- 
terial difference in freight rates. 
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From Hovey & Co., 
Mars Hill, Me.: 

All we ship is potatoes, as you know, but the 
excessive freight rate is playing havoc with our 
business. This high rate together with market 
conditions has cut our business over 100 per cent, 
in other words, we had shipped up until yesterday, 
90 cars, last year this time we had shipped 298 
cars. 

* Hf * 

From R. 0. Applegate, Jr., 
Miami, Fla.: 

It is our own opinion from observation to date 
that the total output of fruits and vegetables will 
easily be reduced one-third in tonnage as a result 

of the high freight rates. 

* * * 

From L. K. Small Company, 
Los Angeles: 

As a matter of fact, there are few commodi- 
ties in California today on which the present 
freight can be paid and leave anything for the 
grower. 

At this writing the cost of production, plus 
packing, plus freight, leaves a deficit on citrus 
fruits and vegetables of practically every kind. 

Unless freight rates are very materially re- 
duced it is unlikely that more than 10 per cent of 
the vegetable crop now maturing will ever reach 
the ultimate consumer. Imperial Valley alone has 
some 5,000 or 6,000 acres of splendid head lettuce 
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which will be allowed to rot in the field unless as- 
sistance comes in that direction at once. 

>i! He ^ 

P>om T. T. Michaud, 
Soldier Pond, Me. : 

On account of the high freight rate and low 
prices on potatoes, at least 1,000 cars of No. 2 po- 
tatoes will go to waste in Aroostook county. 

Of course they are good food, but the shippers 

can't afford to ship them and take the chances on 

freight charges. 

* * * 

From Walla Walla Gardeners' Association, 
Walla Walla, Wash.: 
We have had a good example of high freight 
rates damaging the produce business materially 
and cutting down the tonnage in this district this 
year. There was a very good crop of onions to 
be marlreted but on account of the high freight 
rates and low market prices in the East, it was 
impossible to market them all to advantage. Fully 
100 carloads were left in the fields to rot and a 
number of cars that were shipped did not bring 
freight charges. 

if * * 

From Yakima County Horticultural Union, Fred 
Eberle, General Manager, Yakima, Wash. : 
The present extreme high and unjust rates 
charged by the transportation companies are 
greatly damaging the fruit industry of the North- 
west. 
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Regarding wastage account of being unable to 
get fruit to the markets, because of the excessive 
transportation cost, we ourselves at the present 
time have in our various warehouses several 
thousand boxes of apples that will have to be 
dumped or hauled to the cider mill because of the 
fact that they would not sell for enough to pay 
freight charges, to say nothing about packing, 
notwithstanding the fact that these apples are 

good sound fruit and free from any infection. 

* * * 

Los Angeles, Jan. 14. — The freight rate on a 
carload of oranges to Eastern markets this year 
is $184.80 more than it was in 1919, which placed 
upon the industry an added burden of $9,000,000 
which must necessarily be paid out of the net re- 
turns, since it cannot be added to the price of the 
fruit. 

In two and one-half years the rates on a car- 
load of oranges have increased $337 per carload 
which means an increase of $16,680,000 on such a 
crop as will be marketed during the next ten 
months. In addition to this enormous burden in 
the way of increased freight rates, the growers 
have produced the present crop under the highest 
cost of labor and material costs in the history of 
the industry. 

POTATOES BRINGING ONLY COST OF SEED 

Rochester, N. Y., Feb. 18. — ^The potato market 

is in dubious shape. Prices have been gradually 
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sinking for many weeks and today 35c a bushel 
is about the top to growers for good stock deliv- 
ered at the car. At that level of prices, growers 
on the average will hardly get more than the price 
of the seed back. Seed sold up to $4.50 last May 
which means that it takes about 13 bushels of 
potatoes to pay for a bushel of seed. Taking 12 
to 14 bushels an acre as a fair seed average, it 
takes a yield of 150 to 165 bushels of merchanta- 
ble potatoes to pay for the seed. Where this 
lands the grower is obvious. Dealers are offering 
U. S. Grade, No. 1, sacked, at $1 per cwt., with 
some lots a shade under that mark. 

DR. EUGENE H. PORTER TELLS OF MARKET- 
ING SITUATION IN NEY YORK 

New York, Feb. 18. — Statement by Dr. Eugene 
H. Porter, State Commissioner of Foods and Mar- 
kets. 

Farmers all over the country are suffering 
such severe losses that they are experiencing 
great difficulty in financing their operations for 
the next season. Many of them are planning to 
reduce their acreage of planting. The Southern 
growers are particularly hard hit. 

A few examples will illustrate what the pres- 
ent market conditions mean to them. A grower 
at Sanford, Fla., shipped a carload of 400 crates 
of lettuce which sold here for $339.48. The freight 
alone amounted to $339.75, the icing charges 
$77.50, war tax $12.52, cartage $27.93 and com- 



78 THE RAILWAYS 

mission to the receiver here $33.95. When the 
total expenses of $491.65 were paid, the farmer 
got a bill for $152.17 due the commission men. 

And this is nothing compared with some other 
cases. A grower at Laredo, Tex., sent a carload 
of 756 bushel baskets of spinach to New York, 
which brought only $467.35 on the market. The 
freight charges alone were $627.47 and the total 
expenses amounted to $720.66. He not only got 
no compensation for his labor and expense in 
growing and shipping the spinach, but he still 
owes the commission man $253.31 for the balance 
of the expenses. Another carload of spinach 
from Austin, Tex., sold for $262.99 less than the 
freight and cartage charges. Another carload of 
920 baskets of spinach from Derby, Tex., sold at 
$1 a bushel and after transportation charges 
were paid brought the grower only $134.63 for 
the whole carload. That amounts to about V^c a 
pound for the farmer at a time when spinach was 
bringing winter-time prices in the retail stores. 
Another carload from Bay City, Tex., brought the 
farmer nothing but a bill for $143.16 to pay the 
balance of the transportation and commission 
charges. 

California growers are also hard hit by the 
new freight rates and low prices. For example, 
a shipment of 172 crates of celery that came in 
this week from Knightstar, Calif., brought only 
$559. The transportation charges amounted to 
$626.66, which added to the commission charges 
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of 7 per cent made the total shipping expense 
$665.79. The farmer owes the commission man 
$106.79 for the privilege of growing and sending 
good celery to the people of New York city. An- 
other carload of celery from Walnut Grove, Calif., 
brought the grower a net proceeds of only $55.27 
for 164 crates, the freight charges alone amount- 
ing to $609.83. There are six to eight dozen 
stalks in one of these crates, so the housewife can 
figure for herself how much the farmer got out 
of what she paid for her celery. 

It is not only the growers in distant states 
that are suffering big losses from the drop in 
prices for farm products and the high freight 
rates. Dozens of New York state farmers have 
shipped carloads of cabbage, onions, potatoes, ap- 
ples, carrots and celery to the market in the last 
few days only to receive net returns so small as 
to pay little more than the cost of the containers. 
For example, a car of 250 sacks of onions from 
Central New York brought only 75c per 100-pound 
bag. When the freight charges of $80.15 were 
paid, the farmer got a net return about 25c a bag 
and the bags themselves cost him 15@20c. 

A carload of 29,400 pounds of carrots from 
Western New York sold for sy^c a pound whole- 
sale and out of that the farmer actually got a lit- 
tle over 3c a pound, or $99.18 on the whole car- 
load. A shipment of 190 crates of celery from 
Wayne county, N. Y., brought this week the far- 
mer only about 50c a crate containing six to eight 
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dozen stalks. The transportation and commission 
charges came to $197.90 and the net returns of 
the farmer only $103.35. 

Potatoes, which brought $8@8.50 a barrel this 
time last year, are now selling around $2.25 per 
barrel of 180 pounds. A carload received here 
this week from Genesee county brought the far- 
mer, after he had paid the freight and other 
charges, only about $1.50 per barrel. He not only 
had all the expense of growing the potatoes, but 
the cost of the bags and the hauling and loading. 

On cabbage particularly the New York farm- 
ers have had great losses this season. Last year 
at this time cabbage brought from $75 to $100 
per ton, wholesale. Now the farmer does well to 
get from $12 to $15 per ton. The freight and 
war tax is usually more than his net return. For 
example, a recent shipment of about 15 tons from 
Scottsville, N. Y., sold for only $193.15 and the 
freight alone was $94.37. The net return the far- 
mer got was only $66.47, a little over $4 per 2,000 
pounds of cabbage." 

A. P. Thom, general counsel for the Associa- 
tion of Railway Executives gives the public the 
following conclusive argument: 

"At a recent meeting before the Interstate 
Commerce Commission a large number of ship- 
pers testified that inadequate transportation was 
far more costly to them than adequate transpor- 
tation rates. They presented the view that if the 
producer cannot get his goods to market, produc- 
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tion of the necessities of life will diminish. On 
the other hand, if the producer can get adequate 
transportation production will be encouraged. 

"If the supply of the necessities should be cur- 
tailed by inadequate transportation and the sup- 
ply thus diminished, the cost of living would in- 
variably go up. On the other hand with adequate 
production and a bountiful supply in the markets 
of the country the result would be to diminish 
the cost of living." 

WHAT IS INADEQUATE TRANSPORTATION 
An inadequate transportation service is one 
which cannot move the products sufficiently to 
keep the producing points relieved of their output, 
or a service which does not move such products 
at a rate for carriage which encourages the pro- 
ducers to keep the supply going forward in suffi- 
cient volume to meet the demands of the con- 
sumers. The shippers did not realize that a pro- 
hibitive freight rate was a mark of inadequacy 
equaling inefficiency in movement of the goods. 
Inadequacy is the failure to get the merchandise 
to the consuming public at a price which it can 
afford to pay. To be able to deliver the goods 
at a price which the consumers cannot pay is 
equivalent to no delivery and stamps the system 
as impractical and inadequate. There is no occa- 
sion for amazement that the producers refuse to 
make shipments and pay to the railway system 
more for transportation than they get for their 
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produce when placed on the market. It is a well 
established economic principle that when the price 
ol" an article increases the market demand for that 
article decreases. That will hold good when sell- 
ing freight services — increased rates meant de- 
creased sale for the services. This is an economic 
theory, but it has been verified even when applied 
to the transportation question. According to the 
report of the American Association of Railway 
Executives the number of idle cars on January 31, 
1921, was more than 300,000 which represents 
and increase of about 8 per cent for the seven 
days. "The decrease in tonnage," says this report, 
"which the carriers were offered was further ex- 
emplified by the fact that the number of cars 
loaded for the week ending January 2 totalled but 
699,936, which represented a decrease of 103,396 
as compared with the same period for the preced- 
ing year." 

The failure of the railroad officials, and' the 
National Law Makers, to take into consideration 
the paying abiUty of the 90,000,000 people who 
are living on incomes averaging around $500 an- 
nually was fatal to their calculations. These peo- 
ple cannot spend more than their incomes and 
when the railways attempt to collect more than 
this from them they will meet this attempt by 
having the railways bring them a decreased 
amount. This is exactly what the consumers are 
doing and it is leaving billions of dollars worth of 
needed commodities to go to waste at the point 
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of production and is also causing a general reduc- 
tion in output. When there is no movement of 
the commodities from the producer there will be 
no movement of supplies and necessities to him. 
The business or industry which cannot ship its 
goods out cannot have other goods shipped in. 
This reduces tonnage and at the same time re- 
duces railway receipts. This accounts for the con- 
dition of the railway as disclosed by the report of 
the American Association of Railway Executives 
based on the report of the principal railroads of 
the country to the Interstate Commerce Commis- 
sion. "Earnings during December, 1920, the state- 
ment said," were $69,921,000 less than the six per 
cent expected under the rate advance of last Au- 
gust. 

"The Association asserted that of 202 roads 
reporting for December 88 of them with a total 
mileage of 34 per cent of the country's trackage 
failed to earn their expenses by $20,173,000." 

The expected receipts were not forth coming 
under the new tariffs. The freight rates 
were placed above the market price of so many 
articles, which would have gone forth on a lower 
rate, that it is reducing the tonnage offered for 
shipment by almost exactly 12 per cent. If this 
same reduction holds good throughout the year 
it will bring a reduction in tonnage valued at $18,- 
000,000,000, or almost exactly equal in amount to 
the railway values. If all available freight would 
move at the established rates the expectations of 
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the railroad officials would be realized, and the ex- 
penses of operation would be met and there would 
be the necessary surplus for six per cent dividend. 
But in so far as the producers refuse to ship the 
available freight the government must make good 
this deriliction by paying for this withheld 
freight, up to an amount sufficient to give the 
railroad security-holders a six per cent profit. This 
will work for a time until the public will demand 
a delivery of the goods on which the freight is 
paid. When that time comes the holders of rail- 
way securities will be the most ardent advocates 
of the government taking over the rail systems 
and operating them as an unified body. When 
the present system of government support is 
withdrawn the roads will naturally go to the gov- 
ernment for operation. At that time the railway 
officials and stockholders, and the public as con- 
sumers and producers will welcome the change. 
It will not be a question of private or government 
operation. Private ownership is no longer practi- 
cal nor feasible. The future controversy will be 
over the proper method for the government to 
pursue in its operation of the great railway sys- 
tems so as to promote industrial and national 
growth. 
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CHAPTER VI 

SOME ADVANTAGES OF PUBLIC OWNER- 
SHIP 

UNDER PRIVATE OWNERSHIP THE 
RAILROADS ARE NOT OPERATED FOR the 

interest of the pubHc. The public may incidental- 
ly get benefits from their operation, but it is mere- 
ly incidental. It is not the purpose of the rail- 
road management to extend any favors to the pub- 
lic that will have to be paid out of the revenues of 
the transportation companies. They could not af- 
ford to do business on that basis. They must ex- 
tend their accommodations where they will bring 
to the companies the largest compensation. That 
is the only theory upon which the private opera- 
tion of the roads could be continued. When this 
policy is reversed and the roads are forced to op- 
erate so as to extend the greatest good to the pub- 
lic, the roads cease to be a financial success and 
private ownership becomes a failure. 

So the question bluntly stated is, shall the con- 
sumers, who pay the freight, continue to support 
a system whose very existence depends upon 
forcing them to pay a maximum charge? And a 
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system that cannot afford to economize in behalf 
of the public. It is true as the railroad officials 
and their friends state, that the raise in freight 
rates, when distributed among all commodities 
carried, amounts to a very few cents per commod- 
ity. But it must be remembered that these few 
cents are taken from a people, 90 per cent of 
whom are hard pressed by poverty, and that it 
will be just as much, or more, of a sacrifice and 
hardship for them to pay even this small amount 
than it would be for the railroads to get along 
without it. And while the roads' incomes are in- 
creased 25 to 40 per cent that increase becomes a 
burden and probably a deficit with a great major- 
ity of the consumers. When these freight rates 
are presented in detail they appear very harmless 
additions to the family budgets and are passed by 
the law-makers as inconsequential. 

RAILWAY STATISTICS AND FIGURES MIS- 
LEADING 

The American people are too credulous for 
their own good. They accept statements which ap- 
pear on their face to be self-evident and which 
upon investigation would prove to be not only 
fallacious but deliberately false. 

When these friends of the railroads send out 
figures showing the freight rates from one town 
or locality to another as though that measured 
the freight charges on the commodities from the 
producers to the consumers, and, therefore, that 
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that is the amount of freight charges that will be 
taxed against the mentioned commodities, they 
are intentionally or unintentionally misleading 
some one. They do not state that the commodity 
mentioned will have from five to ten such freight 
charges taxed against it before it reaches the con- 
sumers, and that if that one haul was all they 
handled the products of the United States their 
incomes would not be sufficient to pay half of 
their wage account. 

The roads will haul the annual productions 
enough to add another $l,500/)00,000 to their in- 
come and that much must come from somebody's 
till. Presented in the aggregate it means that $15 
of the amount must be paid by every individual in 
the country, and reduced to the family unit it car- 
ries an increased burden of $75.00 into every 
home with five members. And $75.00 is not an in- 
significant item to the average American family. 
This aggregate of $1,500,000,000 added to the 
freight bill of the consumers is not built up by 
giving commodities single hauls. The annual 
products of the United States, when completed 
ready for consumption, are valued at approxi- 
mately $25,000,000,000; the railroad statistics 
show that the railways hauled in 1920 freight 
valued at approximately $150,000,000,000. This 
indicates an average of six hauls for every com- 
modity that went on the market during the year. 
So it must be remembered that the items given 
out by the railroad officials will be increased five 
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to ten times by the railroads themselves before 
reaching the consumers, and that this initial ship- 
ment will represent only about 20 per cent of the 
cost that will be taxed against the commodity 
when it reaches the ultimate purchasers. If the 
consumers could pay this initial shipment charges 
and let it end there there would be some force to 
the contention of the railroad officials. But it does 
not stop there. This freight must pass through 
the hands of several speculators in various sec- 
tions of the country and the consumers are re- 
quired to pay for these hauls from one speculator 
to another, and with the freight charges go the 
commissions and brokerages of the middle-men 
and speculators. These freight charges accumu- 
late profits, commissions and expenses until they 
reach the consumers at approximately three 
times the original outlay to railroads. 

This is shown in the finished commodities, in 
1919, valued at $20,000,000,000 going to the con- 
sumers at $68,000,000,000, indicating an increase 
ofabout three dollars to the consumers for one 
dollar paid to the ultimate producers. This is 
made possible by the railroads being utilized very 
largely to accommodate the speculators without 
whose support the railroads as private organiza- 
tions could not exist without increasing freight 
rates on legitimate business five or more times the 
established tariffs. So the speculators and mid- 
dle-men can not be eliminated without forcing the 
government to take over the railroads, or else 
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quintuple present rates on legitimate transporta- 
tion. 

With the increase in freight rates the rail- 
roads will receive a revenue from freight esti- 
mated at approximately $7,000,000,000 annually. 
A multiplicity of profits and commissions on this 
sum, as the commodities which carry it pass 
through the hands of numerous speculators, will 
increase it to about $20,000,000,000 when it is 
handed to consumers for payment. 

NOT SO MUCH THE LENGTH OF THE STEP 
AS THE DIRECTION OF IT 
AS HAS BEEN SHOWN the increase in 
freight rates carry a threefold burden to the con- 
sumers who are no more able to pay this increased 
rate than the railroads are to get along without 
it. It demonstrates the indifference of the rail- 
road officials toward the public's welfare and 
their determination to get the last dollar avail- 
able regardless of the public need and hardships. 
This statement is not intended as a reflection on 
the railroad management. No man should be 
blamed for doing what he is compelled to do. 
These railroad officials are representatives of the 
private ownership of the roads and they must 
show a profit to their stockholders or the system 
fails. They had no other place to go to get the 
necessary funds to support the system, and from 
their standpoint the system had to be supported 
at all hazards and this forced the application for 
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the increased rates. The government had been 
operating the roads at an alleged loss. It is true 
the government had largely increased the pay of 
the railroad employees and was still able to pay 
this increased wage and all other expenses except 
$212,000,000 of the amount due as dividends to 
the stockholders. The government guarantee of 
$890,000,000 profit to the stockholders is what 
caused the deficit. Had it not been for that guar- 
antee the government would have had a surplus of 
more than $675,000,000. Under government own- 
ership this sum would have been saved to the 
government and that surplus could have been util- 
ized toward defraying other government ex- 
penses. Government ownership under such condi- 
tions would have been pronounced a success, since 
it would have shown a surplus of nearly three- 
fourths of a billion dollars annually. That sur- 
plus would defray the legitimate government ex- 
penses for a year under an economical adminis- 
tration. 

There are other items that the government 
paid that would not be charges against the gov- 
ernment under government ownership. 

The government paid out of the receipts more 
than $192,000,000 for taxes, and $128,000,000 for 
lease of roads. When to this is added the more 
than $890,000,000 dividends paid to the stockhold- 
ers it indicates how much freight rates could have 
been reduced under government ownership. By 
eliminating tiiese items as an expense against 
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the operation of the roads would effect a saving 
of more than $1,700,000,00j0 which would have 
permitted a freight reduction of nearly one-third. 
Instead of getting this reduction under private 
ownership the roads asked for an increase of al- 
most exactly this amount and it was granted. 
Thus the roads are getting almost exactly $3,500,- 
000,000 more from the public than it would cost to 
operate under government ownership. 

"THREE DECADES OF RAILWAY PROG- 
RESS," 
Prepared by the Bureau of Railway News and 
Statistics for the fiscal year 1888, 1908 and 1918 
with percentages of increase: 

Population— 1888, 59,974,jOOO; 1908, 88,938,- 
527; 1918, 106,733,000: increase, 79.9 per cent. 

Miles of line— 1888, 136,883 ; 1908^ 230,494; 
1918, 250,743; increase, 88 per cent. 

Net capitalization— 1888; $7,366,745,000; 
1908, $13,007,412,000; 1918, $16,981,946,000; in- 
crease, 13.0 per cent. 

Revenues from operation — 1888, $910,621,- 
000; 1908, $2,393,805,000; 1918, $4,969,910,000; 
increase, 445.8 per cent. 

Expenses of operation— 1888, $594,994,000; 
1908, $1,669,547,000; 1918, $4,055,238,000; in- 
crease, 581.6 per cent. 

Freight, tons earned— 1888, 476,774,000: 
1908, 1,532,981,000; 1918, 2,402,707,000; increase, 
504 per cent- 
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Freight, tons carried 1 mile— 1888, 61,027,- 
464,000; 1908, 218,381,554,000; 1918, 409,017,- 
453,000 ; increase, 568.6 per cent. 

Average haul per ton (miles) 1888, 128; 

1908, 143.8; 1918, 169; ncrease, 32 per cent. 

It does not require a very experienced statis- 
tician to conclude that there must be something 
wrong. This table does not present a healthful 
nor legitimate increase in freight traffic. 

It shows 79.9 per cent increase in population ; 
88 per cent increase in railway mileage ; 445.8 per 
cent increase in revenues from operation; 581.6 
per cent increase in operating expenses; 504 per 
cent increase in tons of freight carried ; 568.6 per 
cent increase in the freight tons carried one mile, 
and 32 per cent increase in the average haul per 
ton. This shows that the tonnage hauled and ex- 
penses incurred have enormously outstripped in- 
creased population and increased mileage. Where- 
as, the expenses to the public averaged $15 per 
capita in 1888, it had increased to more than $48 
per capita in 1918, and $60 per capita in 1920; 
and whereas, the tonnage hauled averaged less 
than 8 tons per capita in 1888, it was more than 
22 tons per capita in 1918. There was a net in- 
crease of $55 per capita in the transportation ex- 
penses of the American people during this pe- 
riod. Figured to the family unit, it throws an 
increased burden of $275 per year on each family 
for the support of the railways. This amount 
saved to these families is an item worth consider- 
ing. 
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INFLATED RAILWAY BUSINESS 

The railway business is inflated out of propor- 
tion to the population and also out of proportion 
to the production of the country. 

President Kruttschmitt of the Southern Pa- 
cific Railway, in a prepared article given to the 
press in February, 1920, declared that the freight 
charges received by the companies, in 1919, 
equaled only 2.4 per cent of the value of all com- 
modities hauled. This places a valuation of ap- 
proximately $150,00^0,000,000 on the freight han- 
dled during that year. 

The value of all commodities produced on 
farms and in factories in 1919, is placed by the 
government estimate at $30,000,000,000 for 
manufactures and $24,000,000,X)00 for farm prod- 
ucts. But since not half of the farm products 
are placed upon the market, they do not become 
subject to freight charges: and the farm products 
that were shipped were absorbed in the value of 
the manufactures. 

The value placed upon manufactures includes 
numerous cumulative and repeated valuations, so 
that the actual value of the finished products 
were not much, if any, in excess of half of the 
estimate placed upon them by the government. 
I will concede that the products, when delivered 
to the railroads by the producers, had a valuation 
of $25,000,.000,000. This shows an inflation of 
railroad freight from $25,000,000,000 to $150,- 
000,000/)00, or 600 per cent. 
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This means that every ton of freight was han- 
dled upon an average of six times from the time 
it left the producer until it was delivered to the 
consumer. 

If all freight could be confined to one haul, 
and that direct from the producer to the con- 
sumer, it would reduce the value of the freight 
hauled to near the original productive value of 
$25,000,000,000, or 16 2-3 of the present total. 

DEFLATING FREIGHT TONNAGE 
There are three contributing causes to the in- 
flated freight tonnage. One is speculation. The 
freight system is very largely used to haul freight 
from one speculator to another. The speculators 
buy the commodities from the remote sections of 
the country and have them shipped to a central 
point, where they are hoarded till the highest pos- 
sible price is obtained. These commodities are 
then either sold to another speculator or shipped 
to the remote parts of the country, frequently to 
the same locality from which they were original- 
ly purchased. This utilizes the railways to ac- 
commodate the speculators at the expense of the 
public, and the large amount of freight going in 
and out of these concentration points creates a 
congestion and ties up the cars when needed' for 
legitimate traffic. 

Another cause of the inflated freight tonnage 
is the suppression of the small factories and busi- 
nesses throughout the country. The raw mate- 
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rials and supplies which these small concerns have 
been using must now be shipped to the large fac- 
tories which -Suppressed them. These large con- 
cerns may be several hundred miles away and 
are usually located in the large concentration 
points where their shipments help to increase the 
congestion caused by the speculators. Then these 
large factories ship their output back through 
the country, thus doubling a haul that represents 
a pure waste. 

A third factor in the freight inflation is the 
disposition of the road to haul its freight as far 
as possible over its own lines. If a railway com- 
pany has a line of road from Dallas to St. Louis 
and from St. Louis to New Orleans it will be in- 
clined to transport freight, originating at Dallas, 
over its line to St. Louis and thence to New Or- 
leans, rather than send it direct to New Orleans, 
from Dallas over some other line. 

The mere statement of these three causes, op- 
erating to promote present freight congestion and 
adding so greatly to the freight charges, suggests 
the remedies. It also convinces that the evils can- 
not be overcome under private ownership. The 
time has arrived in American business and pro- 
duction when the railways must be used for the 
benefit of the producers and consumers, and not 
for the purpose of piling up the largest possible 
profits to the owners and operators. 

The first consideration must be the public good 
and this is incompatible with a private ownership, 
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whose first consderation is always, and necessar- 
ily, the greatest possible profit regardless of the 
public. 

To permit a removal of the evils a unification 
of the entire railway system is imperative. When 
freight is pipped it must go over the shortest and 
quickest route. It should be distributed similar 
to the mail — whe^,;^there is a short or quick cut 
that is the one it should take. If all mail along 
the main lines were taken to New York and then 
distributed from there back to the small towns, 
the congestJQn :^would be so great in New York 
that it would approach the impossible to keep it 
distributed. 

This plan of distributing freight could be 
worked out only through government ownership. 
When freight can be shipped so that the system 
will receive the same compensation regardless of 
which route the commodities pass over, the foun- 
dation will be laid for solving some of the trans- 
portation difficulties. 

SPECULATION 
The transportation system should be limited, 
as far as practicable, to hauling commodities from 
the producers to the consumers. This is where 
private ownership would come in conflict with 
the proper solution of the great difficulties. Pri- 
vate ownership would insist on the greatest 
amount of hauling in order to produce the reve- 
nue from which profits may result. The public 
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pays the bills anyway and demands that specula- 
tive hauling and all useless waste be eliminated. 

This difficulty could be met by requiring com- 
modities to find a market where they are wanted 
for ocnsumption before starting in transit. This 
would be more practical and would appeal strong- 
er to a sense of reason than the present 
scramble system of starting commodities in tran- 
sit to be dragged to every point of the compass 
with no thought of their ultimate destination. 

Our present freight system challenges reason 
just as the postal system would if all mail were 
permitted to be sent to four or five different ad- 
dresses before being delivered to the person for 
whom intended. The postal service would com- 
pletely collapse under such arrangement. It 
would be very easy for producers to retain posses- 
sion of their goods until wanted for consumption. 
This would deflate the freight traffic and open 
the rail lines for the expeditious passage of le- 
gitimate business. 

By removing the car lot rates and placing 
small business and individuals on an equality 
with the large concerns, would re-establish the 
small mills and factories and obviate the necessity 
of shipping raw materials to far away concerns 
and shipping their finished products back to the 
place of origin. Rich and poor, great and small, 
should have the same freight rate. If a dealer can 
buy only 100 pounds of merchandise he should 
have the same freight rate per 100 pounds as the 
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richer competitor who is able to buy in car lots. 

These regulations would remove freight con- 
gestion,l argely deflate present tonnage and bring 
a saving to the public amounting to a large per 
cent of the present expenses. 

These evils, which have produced the inflated 
tonnage and charges, are also responsible for the 
increase of the average haul from 128 miles to 
169, or 32 per cent. This increase of 32 per cent 
in the length of the haul represents more than 
$800,000,000 of the charges collected annually. 

With the re-establishment of the small mills 
and factories the farmers will take their grain to 
the local mills, the fruits and vegetables will go 
to a neighborhood cannery, live stock will be 
packed in the vicinity and other raw materials 
will largely find local concerns to work them into 
finished commodities, and the railroads will not be 
taxed beyond their capacity to handle the business 
offered. 

The congeston of the nation's population, with 
all of its evil consequences, into a few large con- 
centration and manufacturing cities would cease, 
and the rural communities would draw heavily 
upon them and thereby remove the danger to na- 
tional security resulting from an overcrowded 
population. 

THE RAILWAYS AND THE PUBLIC 
The railroad officials present two reasons in 
behalf of their contention. First, they claim that 
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a private ownership can give better and more ex- 
peditious service, and, second, that the govern- 
ment has been operating the railways at a loss. 

The first contention is not well founded. The 
railroad systems are so extensive and include so 
much detail work that the head official can give 
only a general supervision to their management. 

It is not like a business where one individual 
can supervise every detail of the whole concern. 

Since the head of the organzation can give 
only general supervision his orders would not be 
weakened nor less effective if given as a part of 
the government than if given as a private head of 
a system. 

These officials also forget that more freight 
can be handled and moved more expeditiously 
when all roads are in one system and under gov- 
ernment control, so that freight may be sent over 
the shortest line, and thereby avoid congested 
areas. 

The facts are, these roads broke down in hand- 
ling business during the war. They admitted 
their inability to meet the demands, and were 
anxious to unload their roads on the government. 
The government took control in ordej? to save the 
business of the country from a disaslarous collapse. 

The result is well known. The government con- 
trol gave an immediate improvement in service 
and, with largely increased tonnage, and the na- 
tion torn with war conditipns, the transporta- 
tion service supported business^ handled war sup- 
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plies and soldiers, and supplied to the consumers 
more than their ordinary demands. The govern- 
ment control was not a voluntary venture ; it was 
a forced trial — a last resort to save the day 
against a complete collapse in the transportation 
service. 

This control was retained by the ogvernment, 
during the war, because it proved more expedi- 
tious and efficacious than private control. So on 
the question of efficiency and expedition, it is no 
longer a controversial queston — ^the actual gov- 
ernment operaton demonstrated the superiority of 
government control. 

GOVERNMENT LOSS 

The second contention, that the government 
operated the roads at a loss will bear inves- 
tigation. To prove the correctness of this state- 
ment the following statistics are given for class 
I roads for the year 1918: 

Mileage operated 230,769 

Revenue from operation $4,842,695,884 

Expenses of operation .._ 3,939,315,122 

Net operating revenue 903,380,762 

Operating ratio 81.35% 

Net Federal iiicome af tier taxes and 

rent '. 688,200,083 

Standard return. Government 

guarantee 890,335,685 

Deficiency 212,135,602 
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That the people of the United States pay the 
freight is beyond question. That they pay the 
government expenses is equally as well estab- 
lished. The receipts from the railroads, in 1918, 
fell $212,135,602 short of paying the transporta- 
tion expense bill, and an $890,000,000 dividend to 
the stockholders. The people are, therefore, in- 
formed that they must "go down in their pockets 
and dig up this $212,135,602 in the form of gov- 
ernment taxes and apply it to the payment of this 
shortage." 

;Since the people, as consumers, pay all freight 
expenses and government taxes, it follows that to 
get the total railroad expenses, which the Ameri- 
can people paid in 1918, the $4,842,695,884 paid 
to the railroads and the $212,135,602 paid to the 
government should be combined to get the aggre- 
gate railroads' expenses for the year. This gives 
$5,054,831,486 as the total cost for the year. 

Now if the railroads had to have that amount 
of money for the year's services, was it any more 
burdensome on the consumers to pay the $212,- 
135,602 to the government than it would have 
been to have it added to the freight bill and paid 
it to the railroads in the first instance? The gov- 
ernment has lost nothing. It collected from the 
people the shortage of $212,135,602. This fully 
reimbursed the national treasury for the money 
which it advanced to the roads. 

The public has lost nothing. It has simply 
paid the expenses of supporting the transporta* 
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tion system. The fact that the bill was paid in 
two blocks, one of $4,842,659,884 paid to the sys- 
tem, and one of $212,135,602 paid to the govern- 
ment does not increase the hardship, nor brand 
the payment as a governmental loss. 

Another proof that the public did not lose 
through government operations is presented by 
the railroad officials asking for an increased in- 
come of $1,700,000,000 per annum. 

This added income will enable them to collect 
from the public as consumers $7,154,831,486 per 
year. This is $71 per capita, and $355 per family. 
This added expense carries an increased family 
burden of $85 per year, and by the time it reaches 
the consumers it will be at least trebled, thereby 
increasing the cost of living $235 per family in 
the matter of transportation alone, and this at 
a time when the demand is for a reduction in liv- 
ing expenses. 

There are some things the railroad officials 
overlook. They show how much the freight is 
per ton. They do not state how many times that 
ton of freight was hauled. They do not give any 
idea how much freight charges that ton carries 
to the consumer for payment. The consumers are 
estimated to pay in excess of $68,000,0.00,000 for 
one year's supply. Now then, there are some 
methods of figuring that are intelligible. Taking 
$65,.000,000,000 as the amount spent by the Amer- 
ican consumers, and $7,000,000,000 as the amount 
paid to support the railroads, it becomes apparent 
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that more than 10 per cent of the total cost price 
of the commodities goes to the railroads. On the 
basis of $119 per ton value, the consumer pays the 
railroads $11.90 per ton. Estimating 16 tons to 
the carload the consumers are paying the rail- 
roads at the rate of $180.50 for every carload of 
freight used. These are figures that do not re- 
quire an expert statistician to understand the 
meaning. 

There is another item of increased cost, that 
is not mentioned by the railroad statistician. The 
value placed upon the freight hauled is increased 
by $7,000,000,j000— the amount of charges collect- 
ed for hauling. A ton of freight valued at $119 
when accepted by the railroads has increased to 
$130.90 when released to the consignee — $11.90 
freight charges having been added. That ton of 
commodities will pass through the hands of sev- 
eral brokers, commission men, wholesalers, job- 
bers, retail merchants and speculators before 
reaching the consumers. These middlemen will at 
least treble the price of the commodities before 
they reach the consumers. The freight charges 
which are included in the price of the commodi- 
ties will take the same rate of increase as the 
other items included in the commodity value. 

Thus the $11.90 paid to the railroads for haul- 
ing a ton of freight is increased to $35.70 when 
the commodities carrying that charge reach the 
consumers. And the $7,000,000,00j0 paid to the 
railroads for the annual expenses becomes near 
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$25,000,000,000 when the bills are paid by the 
consumers. This $25,000,000,000 then is the 
amount the transportation system is estimated to 
cost the public per annum — an amount equal to 
$1,000 per famly or $82 per month. 

WHAT GOVERNMENT OWNERSHIP WOULD 
SAVE 
By placing the railroads under unlimited gov- 
ernment control the following items, based on 
1918 expense bill, could be saved to the public : 

Interest $ 434,484,998 

Rentals 128,453,777 

Taxes .. 202,119,000 

Standard return on stock 890,335,685 

Total $1,655,393,360 

This would enable a reduction to be made in 
freight charges instead of the $1,700,000,000 in- 
crease granted as a reward for private owner- 
ship. In other words, the difference between the 
price the public should pay and the amount the 
roads are getting is approximately $3,000,000,'- 
000. 
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CHAPTER VII 



COMPARING PUBLIC AND PRIVATE 
EFFICIENCY 

Comparison of expenses, incomes and efficien- 
cy under private and public control of the roads 
is very feasible at present. It may have been for- 
tunate, as an educational program, that the rail- 
roads were taken over by the government and 
operated for a period of months. This demonstra- 
tion of relative government and private efficiency 
and economy must be studied impartially and for 
the purpose of thoroughly understanding the ben- 
efits and detriments of the two system if the ex- 
periment is to be beneficial as a guide to the 
American public in the future disposition of the 
railroad question. Superficial figures and super- 
ficial thinking will not properly solve the problem. 
It requires an investigation of the results of the 
two systems from the standpoint of students 
rather than to confirm a partisan contention. 

The Bureau of Railway News and Statistics in 
their publication, "RAILWAY STATISTICS OF 
THE UNITED STATES OF AMERICA" for the 
year ending December 31, 1918, makes the follow- 
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ing statement: 

"The standard return guaranteed for the roads 
included in the Administration's statistics 
amounts to $890,335,685. If $20,000,000 be added 
to this as approximately the standard return due 
the minor companies under the federal control a 
total of $910,000,000 is reached, which is $212,- 
000,000 more than all the railways earned in the 
year to June the 80, 1919. 

"For the eighteen months of federal control 
to June 30, 1919, the net operating income of the 
railways was approximately $480,000,000 short of 
the standard return. The roads outside of the 
federal fold contribute little save deficits to fi- 
nance the results of the railway operation." 

This comparison shows the United States run- 
ning $480,000,000 behind on eighteen months' 
operation of the railway system. If these sys- 
tems had been under private control during the 
same time and the expenses and receipts had been 
the same as under government control, it would 
have shown a surplus of $885,000,000 which would 
have been available for distribution among the 
stockholders. In other words that $885,000,000 
is surplus when operated under private owner- 
ship ; it is expenses when operated by the govern- 
ment. This reversal of this item from one side of 
the account when under government control, to 
the other side when under private control is con- 
fusing to the superficial observers. 

It would be far better, and more easily under- 
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stood, and much less confusing, to say that the 
government, during this eighteen months, made 
the railroads pay all expenses and had $885,000,- 
000 to distribute among the stockholders as divi- 
dends. The government had promised to pay the 
stockholders $910,000,000 per annum for the use 
of the roads which amounted to $1,365,000,000 
for the eighteen months ending June 30, 1919. 
The government thus lacked $480,000,000 taking 
in from the railroads operation, enough to meet 
all expenses and pay this amount due the stock- 
holders. 

These comparisons of private ownership under 
peace conditions and government ownership dur- 
ing war times and under stress of sacrificing eco- 
nomy for expedition, is not a fair comparison as a 
test of the relatives efficency of government oper- 
ation, and yet with all the favorable conditions 
surrounding private ownership the comparison 
disparages private to the extent of showing it to 
be a failure from many standpoints. 

From the Introductory to the RAILWAY 
STATISTICS OF THE UNITED STATES OF 
AMERICA FOR 1915-1916 I take the following 
excerpt : 

"And they (the railroads) were called upon to 
furnish transportation facilities^ for everything 
that pertained to an export trade that increased 
nearly 160 per cent in two years, to say nothing 
of an import trade that increased 34 per cent in 
one year. How it was accomplished is one of the 
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marvels of this age of efficient organized manage- 
ment. The plant, barely maintained in a hand to 
mouth basis since 1907, was geared to the last 
notch to meet demands that leaped 18 per cent in 
a twelve-month. Under such conditions, like a 
weary giant, the carriers face the unknown de- 
mands of 1917. "The railroads officials here 
practically admit that they had reached the lim- 
its of their capacity during the year 1916, and 
they were entering upon the year 1917 with fore- 
bodings of inability to meet the contingencies that 
they saw were almost inevitable. Yet the worst 
had not occurred to them — ^the contingency that 
the United States would soon be a participant in 
the great conflict which was then overwhelming 
the railroads even when labor and other factors 
were operating in this country at normal." "They 
(the railroads) were geared to the last notch to 
meet the demands that leaped 18 per cent in a 
twelve-month." Even the railroad official's hearts 
grew faint when they contemplated any increased 
traffic which the ensuing year might bring them. 
The United States entered the war. The Ameri- 
can business was scrambled to be organized on a 
war basis. Labor was also scrambled to meet the 
demands of war. The railroads, unable to meet 
the new condition, collapsed and the government, 
in order to save the day took control of the rail- 
roads and quickly brought stability out of chaos 
and inefficiency. The railroads "geared to the 
last notch" to handle 365,034,000,000 ton-miles in 
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1916, expeditiously, hauled 394,040,000,000 tons 
one mile in 1917, and went right along increasing 
this freight tonnage to 408,011,000,000 in 1918 
and to 434,000,000,000 in 1919. This represents 
an increase of about 70,000,000,000 tons above the 
top notch under private ownership, or an increase 
of more than 20 per cent above the probabilities 
under private ownership. 

I dare say no railroad official, or advocate of 
private ownership, will contend that private con- 
trol could have improved upon the operation of 
the roads during that period beginning at the 
date the government took possession of the roads 
and the date it released them to the private man- 
agement. 

And if this largely increased tonnage netted 
the government no financial returns it met the de- 
mands of the public for transportation and of the 
government for service in moving supplies and 
soldiers incident to the needs of the war. And 
that was the purpose of the government, and to 
charge that the income did not meet the expense 
is not an. issue. That is not a debatable question 
because the government did not operate them for 
that purpose. The question is, Did the govern- 
ment accomplish what it set out to do? If it did 
government control was a success. If it did not 
it was a failure in so far as it fell short of its in- 
tended goal. If the roads moved the products of 
the country better than private ownership could, 
and moved the soldiers and supplied to meet the 
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exigencies of war, then the public operation of 
the roads must be pronounced a success. Any 
other measure of success would be untenable. If 
the net income over expenses be taken as a cri- 
terion in making measurements the first six 
months under private operation, would condemn 
that policy as a failure for the government was 
called upon to pay the railroads more than $635,- 
000,000 in order give the stockholders their divi- 
dends which private ownership was unable to give 
them. 

The roads were given back to the private offi- 
cials in a highly organized condition and at a very 
high degree of efficiency and yet they have been 
unable to make out of the business a dividend for 
the stockholders over and above the expenses, and 
they have even fallen $182,000,000 short of paying 
the ordinary expenses during the first six months 
under private operation. This is not said in de- 
rogation of the new management, but it is stated 
as an argument similar to the one they are ad- 
vancing against public ownership. It is paying 
them back in kind. 

The government has given the officials every 
advantage and opportunity to show the very best 
that is in them. And while they are standing 
complaining that the government operation was a 
financial failure they are at the same time taking 
from that very same government $635,000,000 for 
their own shortcomings. 
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RELATIVE EFFICIENCY 

The government took over the railroads as of 
January 1, 1918. W. L. Barnes, executive mana- 
ger of the American Railway Association Car 
Service Division in behalf of the private manage- 
ment makes the following comparison of results 
of operation under the two systems: 

"We do not know by what yard stick Mr. Mc- 
Addo arrives at his estimate, but presumably the 
accurate unit in measuring railroad operation is 
expressed in ton miles per car per day. The fol- 
lowing statement as to ton miles per car per day 
is therefore of interest: 

During 1917, under private ownership, oper- 
ation average performance 495 

During 1918, under federal operation 491 

During 1919, under federal operation 441 

During first two months of 1920, under fed- 
eral operation 455 

During March, 1920, under private operation..487 

During April, 1920, under private operation 401 

During May, 1920, under private operation 504 

During June of 1920, under private operation..504 
During July of 1920, under private operation..523 

"It should in fairness be stated that the low 
figures of 1919 was due to the slump in the de- 
mand for transportation during the first six 
months of that year. 

"The total cars of revenue freight loaded for 
the first two months of 1920 average 3,552,481 per 
month. The corresponding average for the sue- 
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ceeding seven months under private control was 
3,755,145. 

( (Similarly the miles per car per day for 1917, 
26.1, was in excess of corresponding figures under 
federal control, which were 24.9 and 23.1 respec- 
tively, while under private control following the 
switchman's strike in April, the figures have 
shown a consistent increase, being: May, 24.2; 
June, 25 ; July 26.1. 

"All of the above would not in any way sub- 
stantiate Mr. McAdoo's deduction as to a 15 per 
cent increase in the freight carrying ability of the 
cars under single direction." 

The statement made by former Director Gen- 
eral of Railways and Secretary of the Treasury, 
William J. McAdoo embodied this concise conclu- 
sion and comparison: 

"Use of all cars on all lines under single direc- 
tion under federal control had increased the 
freight carrying capacity of the cars by 15 per 
cent, producing the equivalent of 300,000 new cars 
without the cost of a penny." 

This statement is challenged by the railroad 
officials as incorrect. To get the exact facts the 
figures might as well be given. 

The number of tons carried one mile during 
the last year of private operation, 1917, was 394,- 
434,000,000, in 1918, under government control 
it rose to 408,011,000,000 while in 1919 it reached 
434,000,000,000. This shows an increase of about 
40,000,000,000 tons in two years under govern- 
ment direction. 
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WHAT IS EFFICIENCY? 

This controversy may more easily be settled 
if there is first adopted a measure for determin- 
ing the question as to what constitutes efficiency. 
What the railroad managers considers efficiency 
the public may deem the acme of inefficiency. The 
railroads officials cling to the idea that the dis- 
tance that freight move per day is the proper 
measure for success or failure of the systofti. 

They say: "At the end of federal control the 
number of miles per car per day was 22.4, and 
the average tonnage of each car was 28.3. On 
September 1, the average number of miles per 
car per day was 27.4 and the average of each 
car was 29.6 tons. Translated by experts into 
terms of efficiency, the gain in car movement 
alone was 22%, per cent and this was topped by a 
gain of more than 7 per cent in capacity loading." 
In the same issue of the New York Times which 
carried this quoted statement from the commit- 
tee reporting to the railroad officials was this 
item of news from Topeka, Kansas, dated No- 
vember 9, 1920: "A reported overloading of the 
Kansas Banks as a result of car shortage and the 
withholding from the market of grain by the far- 
mers was discussed by the Executive Committee 
of Kansas Bankers' Association here today. 'Al- 
though Kansas banks are more heavily loaded 
than ever before, the situation is temporary and 
undoubtedly will be relieved with the improve- 
ment in the wheat market,' said Walter WUson 
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Commissioner of Banking." 

There was one statement that the railroads 
are up to a high degree of moving efficiency; 
there is a counter statement that they are not 
moving the wheat for the farmers and that the 
accumulation of wheat is such that the banks of 
the greatest wheat state are over burdened car- 
rying the farmers until they can get the neces- 
sary cars to move the wheat crop. 

Mr. McAdoo stated that under government 
operation there had been an actual surplus of cars 
in the crop moving season of 1918, and a surplus 
in 1919, except during the coal strike, in contrast 
with a shortage place at 142,349 on September 1, 
1920. To this charge Mr. Barnes above 
quoted offers the following explanation: "The rail- 
roads were taken over as of January 1, 1918, dur- 
ing the war period, when under the existing emer- 
gency the entire transportation facilities of the 
country were devoted to war purposes. It is re- 
called that the commercial interests not essential 
to the war were being curtailed by the various 
agencies of the government, necessities for the 
transportation thereby correspondingly reduced. 
This reduction provided ample transportation for 
war purposes, and it was further possible to set 
to one side in the grain producing territory a re- 
serve supply of box cars in anticipation of the 
heavy initial movement at the time of harvest. 
This reserve supply of from 40,000 to 50,000 cars 
was exhuasted shortly after the time of harvest. 
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and after the initial movement there was no avail- 
able surplus. It is not entirely proper to credit 
this as a surplus in comparison with former years, 
as the practice merely followed the custom of 
roads under private operation when they individ- 
ually set their estimated initial requirements ac- 
cording to crop conditions. 

"Following the Armistice in November de- 
mands for transportation rapidly declined, so that 
in the following March (1918) there was a peak 
period surplus of between 400,000 and 500,000 
cars. This again made it possible for the railroads 
in the spring and early summer of 1919 to store in 
the crop producing territory box cars to the ex- 
tent necessary to care for the initial movement 
and approximately 50,000 were thus set to one 
side." 

Here is an admission that under governmental 
operation the traffic requirements of the country 
were met with a surplus of cars left over and 
made available for handling the crops as they ma- 
tured and were harvested and prepared ready for 
mancet. This surplus cars ran from 40,000 to 50,- 
000 cars in 1918 to something like 500,000 in 1919. 
This in a large measure confirms Mr. McAdoo's 
statement of increased efficiency under govern- 
ment operation. For if with this large number 
of cars idle the unified management was able to 
increase the freight tonnage by more than 40,000,- 
000,000 tons miles ; the question may well be ask- 
ed, How much would the increase have been if the 
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demands of the service had kept the cars all busy 
during the government control, as it has since the 
system has been returned to the control of the 
private corporations? 

Another conclusion may very well be suggest- 
ed at this point. The surplus cars indicate effi- 
cient management. It demonstrates that there is 
not the car shortage that the railways have been 
claiming but that the shortage is in the efficiency 
of the management under private direction. If 
properly managed this surplus might at all times 
be available when needed. Instead of this surplus 
under private operation, at the expiration of the 
first six months, the system finds orders on file 
for 142,349 more cars than it can fill. 

Right here lies, in this mist of figures and sta- 
tistics the crux of these two contending theories 
of railroad operation. So an analysis of these fig- 
ures may help to arrive at a proper conclusion. 

CAR MILE EXPLAINED 
The railroad officials claim that in 1917 under 
private operation the miles per car per day was 
26.1 while it was only 24.9 in 1918 and 23.1 in 
1919 under government control. This they con- 
tend is proof that private management is more 
efficient because it is able to move the freight 
more expeditiously — moving the cars between two 
and three miles per day further than the govern- 
ment did. This may mean more than appears on 
the surface. There are several things to be con- 
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sidered in this distance the car of freight moves 
per day. 

This is not the distance the freight cars move 
per day. It is the distance the loaded cars move 
per day. If the railroad company has orders for 
150,000 freight cars for the shipment of grain 
from the farm to markets and there is no demand 
for the shipment of any commodities to the points 
where this grain is located, the cars would have 
to be sent there empty and that distance traveled 
to get the grain crops would not be estimated in 
the ton-mileage per day. When they are loaded 
and return to market ton-mileage becomes availa- 
ble for computation. So in making that trip the 
ton mileage per car per day will be only about one- 
half as much, by going one way empty' and the 
other way loaded, as it would be if loaded going 
and coming. If it is loaded both ways the freight 
tonnage will about double the tonnage when load- 
ed one way only. 

It is clear then that if cars can be loaded go- 
ing both ways they will make just twice as good 
record for efficiency according to the unit of meas- 
ure adopted by the railway officials. If the dis- 
tance to be traveled is 200 miles and it requires 
eight days to go and eight to come the time re- 
quired to move that car of freight runs up to 16 
days which cuts the average distanced traveled by 
that freight per day to only 121^ miles. This 
makes a very bad showing because one-half of 
the time was killed in hauling the empty car to 
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the place where it was to be loaded. If it had 
been loaded going as well as coming it is apparent 
that its ton miles per day would have been doubled 
and the daily move would have been 25 car mile 
per day and the showing to the railroad officials 
would not have looked so bad. At the same time 
these farmers have in these orders for 150,000 
cars to move their crops the speculators, whom 
the railroad officials call shippers, have in orders 
for 150,000 cars to ship their wheat which they 
have stored in the warehouses, to the milling cen- 
ters. These milling centers have in orders for 
150,000 cars to ship flour back to these localities 
from which the speculators intend to ship the 
wheat. If the railroads have the 150,000 cars 
available the speculators will get them in prefer- 
ence to the farmers. If the speculators get the 
cars the remuneration will be twice as much as if 
they had been sent to the farmers. They would 
yield a profit both ways instead of one, as is the 
case with cars supplied to the farmers. It is no 
guess work here, under the supposed condition, 
to say the speculators would get the cars if pri- 
vate corporations control the system. Private 
corporations are working for profit and by turning 
the cars to the speculators gives the system dou- 
ble the incomes that would result if distributed to 
the farmers. It makes a better showing when 
making public the number of tons of freight 
moved per mile per day. The number of tons of 
produce not hauled, and which is going to waste 
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and impoverishing the producers, is not listed in 
the railroad statistics put out by these officials. 
What the railroads have made is one thing; what 
the producers and the consumers have lost is 
quite another. Which then is the efficient rail- 
way service; the one that always has plenty of 
cars to save the products of the country, or the 
one that turns the cars to the speculators and 
lets the farm products rot at the point of produc- 
tion? 

This interest of the railroads in supplying the 
speculators first in preference to the producers 
accounts in a large measure for the increased haul 
per car per day and the fact that they were short 
more than 142,000 cars after they had been oper- 
ating for six months. If the producers had been 
supplied as many cars as needed they would have 
placed shipments ahead of the speculative ship- 
ments, and thus cut out that amount of the de- 
mand for cars to take care of the speculative 
trade. By supplying the cars to the speculators 
it enables these middle men to unload their sup- 
plies to the market ahead of the producers. It 
also enabled them to keep these supplies going on 
the market and the trade goes to them to do the 
buying. This compels the producers to sell to the 
speculators. The railroads endeavor to build up 
this very condition for it gives them double, treb- 
ble, quadruple and quintuple hauling with corre- 
sponding increases in incomes. Thus the specula- 
tors are necessarily given precedence over produc- 



120 THE RAILWAYS 

tive legitimate business under the private opera- 
tion of railroads because that is the system that 
develops the profits for the rail corporations. 

When the government had control the primary 
concern of the Director General of the roads was 
to carry on the war and save the products of the 
country as fast as they matured. He thus scat- 
tered the box cars among the farmers and pro- 
ducers and enabled them to ship their products 
to the markets. This process killed much of the 
speculative shipping and enabled the government 
to handle the business on less than the full capac- 
ity of the railway facilities. So, as to whether 
there shall be a shortage or surplus of cars de- 
pends on whether the producers or speculators 
gets the first consideration in the car distribution. 

Another item contributing to the increased 
distance traveled per car per day under private 
ownership is the circuitous shipments made over 
the line on which the shipment originated rather 
than over some other and a direct line as was the 
custom followed by the government. A rail- 
road on which a shipment originated will give 
it a long haul in order to get the entire receipts 
from the shipment rather than release it to some 
other line that will give it a more expeditious 
and shorter passage. This is shown by the 43,- 
009,150,000 passengers carried in 1918, under gov- 
ernment operation against 39,739,682,000 under 
private operation in 1917, while the passenger 
trains which carried these passengers traveled 3,- 
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251,368,000 miles in 1918 under government oper- 
ation, and 3,403,072,000 miles under private in 
1917. 

The unified government control carried 408.- 
011,453,000 tons of freight one mile in 1918, 
against 394,040,446,000 tons in 1917 under private 
operation; and the freight car mileage in 1918 
was 22,682,234,000 against 23,064,770,000 miles in 
1917. This shows that the government moved 
more freight and passengers in 1918 with less 
train and car mileage than the private ownership 
accomplished with much less business. To be ex- 
act the number of passengers carried in 1918 by 
the government exceeded the number carried in 
1917, by the private corporations, by 3,269,468,- 
000, and this increased number was handled with 
a car mileage of 151,704,000, less than was the 
mileage the previous year under private control. 

In 1918 the unified system moved a ton mile- 
age of 13,971,007,000 in excess of the movement 
the previous year and accomplished this increased 
tonnage movement with a decreased car mileage 
of 382,536,000. 

The locomotive mileage in 1917 was 1,779,538,- 
100 and in 1918 it was reduced to 1,730,000,000, 
thus a saving in the miles traveled by the locomo- 
tives of 48,619,000 in the one year. This saving 
is accounted for as previously stated, by the fact 
that the government sent trains and cars over the 
more direct routes when practical. 

Saving this large mileage in the distance trav- 



122 THE RAILWAYS 

eled in distributing the products of the country 
and placing ample cars at the disposal of the pro- 
ducers took a great many cars out of necessary 
service and enabled the railroad Administration 
to move the freight with less than the maximum 
of cars available. 

This test and experiment was forced upon the 
government at the most trying time in the his- 
tory of the country, and if the result had ended 
in failure it would not have been a strong argu- 
ment against public ownership. But making a 
better showing under such adverse conditions 
than the private operation made during peace 
times when everything was moving at normal, is 
one of the conclusive forebodings of ultimate gov- 
ernment ownership. 

No question the government service was not 
up to what it should have been. The government 
was operating under the system as established by 
the private corporation, and it had no opportun- 
ity to re-vamp the entire system and adjust it to 
the greatest efficiency capable under the unified 
control. A few minor improvements in the serv- 
ice were made but the system in vogue at the in- 
ception of government control was retained in the 
main throughout the test period. No radical in- 
novations were attempted. No conjecture could 
be made as to how long the existing conditions 
were to prevail, necessitating a continuance of 
government operation. The systems as taken 
were retained, as far as possible, in the same oper- 



AND THE PEOPLE 123 

ating condition as when the government inter- 
vened and deprived the private concerns of the 
possession of the properties. 

If the government had felt at liberty to scrap 
the entire system functioning at the time of in- 
tervention, doubtless a far better and much more 
economical structure for operating the roads 
could have been erected. The greatest efficiency 
of public operation cannot be reached under the 
operating machinery of the private concerns. 
With the public ownership must go the operating 
machinery and the policies of administration that 
will bring to the system a maximum of efficiency 
and economy and otherwise justify the change 
from private to public institutions. 

The national Democratic platform adopted by 
that party in July, 1920, has the following ap- 
proval of government control of the railroads: 

"The railroads were subjected to federal con- 
trol as a war measure without any other idea than 
the swift transportation of troops, munitions and 
supplies. When human life and national hopes 
were at stake profits could not be considered, and 
were not. Federal operation, however, was mark- 
ed by an intelligence and an efficiency that mini- 
mized loss and resulted in many and marked re- 
forms. The equipment taken over was not only 
grossly inadequate but shamefully outgrown. Uni- 
fication practices overcame these initial handicaps 
and provided additions, betterments and improve- 
ments. Economies enabled operation without the 
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rate raises that private control would have fonnd 
necessary, and labor was treated with an exact 
justice that secured the enthusiastic operation 
that victory demanded. The fundamental purpose 
of federal control was achieved fully and splendid- 
ly, and at far less cost to the taxpayer than would 
have been the case under private operation. In- 
vestments in railroad properties were not only 
saved by the government operation, but govern- 
ment management returned these properties vast- 
ly improved in every physical and executive de- 
tail. A great task was greatly discharged." 

RAILROADS HANDICAPING INDUSTRY 
Reverting again to the question. What is the 
proper criterion for determining the efficiency of 
railroad operation, and what answer will impart 
the information sought? Is the most successful 
and efficient administration of the systems the 
one that moves the most freight the most times, 
and over the longest hauls, and thereby brings to 
the owners of the roads the largest dividends? 
Or is it the administration that moves the great- 
est amount of freight for an adequate considera- 
tion ? Or still again, is it the administration that 
will save the products and get them on the mar- 
ket as soon as they are ready for consumption, 
and places them in the hands of the ultimate con- 
sumers at a minimal cost for transportation and 
at a price which will enable the consumers to buy 
in adequate quantities for the family and individ- 



AND THE PEOPLE 125 

ual needs and comforts? The producers and con- 
sumers would be benefited in an affirmation of the 
last question; the middle men and speculators 
while they would probably be benefited by such 
affirmation would strenuously oppose it, because 
it would require a readjustment of their business 
arrangements. 

The productive energy of the American people 
has reached its limits under the private owner- 
ship of railroads. This is a strong statement to 
make, but it is abundantly verified by current hap- 
penings. The potential business of this country 
cannot be handled expeditiously and economically 
over a multiplicity of railways. And further, pri- 
vate railway operation cannot be made remunera- 
tive without building up a very large speculative 
system upon which to feed. The roads cannot 
now, under private control handle both the specu- 
lative and legtimate traffic with expedition. The 
result is that the productive energies of the coun- 
try are becoming discouraged and withdrawing 
from productive enterprises. The speculative sys- 
tem must necessarily have first consideration in 
the extension of private railway services. It re- 
quires at least three speculative hauls to two legit- 
imate hauls to net the railways a profit over their 
present expense account and give a reasonable 
profit on the capital invested. The legitimate hauls 
must be held back to make place for the spec- 
ulative business. It would be suicidal to the pri- 
vate railway systems to permit the producers to 
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get the necessary cars as wanted and thereby 
place their products on the market ahead of the 
speculators. By killing the speculative trade 
something like three-fifths of their business would 
be killed and the remaining legitimate business 
would not, at present freight rates pay the oper- 
ating expenses, and the railways would face a very 
large annual deficit. So the private operation 
must feed the speculative systems in business in 
order to survive at all. The business system as 
now organized is beyond the present capacity of 
the railways under private management. 

It is proposed to increase the rolling stock and 
other equipment of the roads so as to increase 
their capacity up to the present demands. This 
increase in equipment will carry a proportionate 
increase in cost of operation, which must be met 
with a corresponding increase in the receipts of 
the companies. With every increase in legitimate 
freight must go a corresponding increase in spec- 
ulative freight in order to bring a corresponding 
increase in revenues. With the larger amount of 
freight coming on the market the speculators will 
probably be supplied before all the raw freight is 
moved from the place of production and consump- 
tion will necessarily be limited, not to demands 
and requirements, but rather to the amount the 
speculators can supply, and to the amount the 
consumers can afford to buy at the speculative 
prices. 
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Private ownership and speculation go hand in 
hand and the much condemned middle man can 
not be cut out of our business affairs without 
leaving the private railway skeleton hanging sus- 
pended so high that the receipts cannot reach it 
and give it the necessary support. To support the 
present speculation in business in order to furnish 
the necessary revenue to privately operated rail- 
roads, places upon the consumers two very expen- 
sive burdens, both of which are useless. 
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CHAPTER VIII 
DETERMINING THE MEASURE OF EFFI- 
CIENCY 
PUBLIC OWNERSHIP AND EFFICIENCY 
It was shown in the previous chapter that ton- 
mileage of freight in 1918, under government op- 
eration was in excess of the amount handled the 
previous year, 1917, under private control, by 13,- 
971,007,000 ton miles, and that the government 
moved this largely increased amount of freight 
tonnage by reducing the distance the cars trav- 
eled in effecting this movement, 382,536,000 miles 
below the distance the cars traveled the previous 
year in moving the much smaller amount. It was 
also shown that the locomotives traveled 48,619,- 
000 miles less in 1918 to move this increased 
freight than they traveled the previous year to 
move the 18,971,007,000 tons less than was moved 
during the year 1918. It was also further shown 
that the average distance a car traveled in 1917 
per day was 26.1 miles, while in 1918 it was only 
24.9 and in 1918 it had dropped still lower to 23.1 
miles per day. 

The railroad officals present these figures to 
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prove the superiority of private control and op- 
eration. If the government moved more tons of 
freight with fewer cars in actual service and cut 
the mileage which these cars traveled by more 
than 382,000,000 miles, the distance traveled per 
day would necessarily be lessened. This instead of 
showing private operative efficiency shows exact- 
ly the reverse. 

If one man is put in charge of a railway sys- 
tem that has 1,000 cars in service, and he loads 
every car with 25 tons of freight and runs at a 
high rate of speed, traveling on an average 30 
miles daily, the 1,000 cars will make a total mile- 
age during the 100 days of 3,000,000, being an 
average of 30,000 miles daily. The cars make an 
average of two hauls during the 100 days, giving 
them a total of 50,000 tons hauled during the pe- 
riod. And the manager is applauded for the 
achievement. 

Another man takes hold of the system as man- 
ager. He has the same number of cars, and gives 
them the same size loads, namely, 25 tons. He 
figures out the shortest cuts between the points 
of origin and the points of destination of each 
car. He sends the trains over the most direct 
roads and thereby eliminates all useless hauls. 
He reduces the distance just half and he moves his 
trains just as fast as the prior manager did. So 
he soon finds that he has not sufficient business on 
the system to keep the cars moving all the time. 
One-half of his cars and locomotives will be idle 
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all the time or all of them will be idle half of the 
time. At the end of the 100 days he has moved 
the same amount of freight as was moved in the 
previous period, namely, 50,000 tons. But where 
his bad showing comes in, according to the rail- 
road officials, is in the distance he moved the cars. 
He moved them only 1,500,000 miles, while under 
the prevous manager they were shoved over a dis- 
tance of 3,000,000 miles. The manager during 
the latter moved his cars only 15 miles per day 
as compared with a movement of 30 miles per day 
under his predecessor. The first was running at 
a high tension, covering a distance of 30 miles 
daily with each train ; every car and every train 
loaded to the limits, full capacity, and wholly 
unable to accept any more freight for shipment. 
The whole system taxed to full capacity and mov- 
ing along under favorable circumstances. 

No. 2, on the other hand, handles the busi- 
ness in an easy, idle sort of way. Half of his cars 
standing idle, and half of his engines standing 
under shelter and everything seems to be listless. 
At the end of the 100 days' test his 100 cars have 
made an average movement of 15 miles each, as 
against that of 30 miles for his predecessor, A 
bad showing, says the railroad magnates. But 
notice, he has moved the same amount of freight 
as his predecessor. This he did by always sending 
the freight over the shortest line between the 
place of origin and the destination. By adopting 
this system he has not been crowded, his business 
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has moved along easily, and he has had at all times 
sufficient cars and equipment to have handled 
twice the business had it developed. Which of 
these two managements represents efficiency ? No, 
1 is private operation; No. 2 is operation by the 
government. This raises the question again as 
to what is efficiency in railroad operation. Is the 
management that brings in the greatest revenue? 
Or the one that gives the best service to the pub- 
lic? 

More than 103,000,000 of the population of the 
United States are interested more in the railroad 
problem as producers and consumers than they 
are in the dividends available for the stockhold- 
ers ; and less than 2,000,000 are interested more m 
the profits the systems pay than they are in the 
service to the producers and consumers. The pro- 
ducers and consumers measure the efficiency of 
the service as a maximum quantity movement up 
to the limits of production and at a minimum 
price for delivery. 

When the railroad officials took control of the 
railway systems March 1, 1920, they found sys- 
tem No. 2 functioning. Under it the manage- 
ment was attempting to save the products as fast 
as ready for market. It tried to save the farm 
crop from going to waste because of inadequate 
transportation facilities, and, as Mr. McAdoo 
states, the cars were distributed among the pro- 
ducers to handle the rush which usually exists in 
the initial movements of crops. When a crop was 
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known to be maturing the railroad administration 
distributed sufficient cars to meet the apparent 
emergency. This crop moved to the markets, the 
cars were available for the movement of the next 
crop, and if no crop was pressing for shipment 
they could be utilized for transporting the com- 
modities that were already on the market from 
one speculator to another. By giving expeditious 
shipment to the raw products and rushing them 
on the market quickly many of them went into the 
hands of the manufacturers and consumers with- 
out passing through the hands of the usual num- 
ber of speculators. This must necessarily have 
killed many of the purely speculative shipments 
and saved largely more of the products of the 
farm than would have been possible under the 
system employed by the private management. It 
was very easy to change from the private system 
to the government system, for it delivered more 
freight from the farms on the market, but it 
killed more speculative traffic; then it increased 
legitimate shipping and therefore developed an 
easy car situation. This, it must be admitted, 
was done at a loss to the speculative interest, but 
at a gain to the producers who were seeing their 
farm products rot in the field when the private 
rail management broke down in 1917. Car con- 
gestion was appalling. The government wanted 
cars for war purposes ; the speculators would not 
let loose of their hold on the car service and a 
shortage of the necessities of life was imminent 
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because the farmers were denied adequate trans- 
portation facilities by these railway managers. 

With this pall hanging over the American peo- 
ple and American business the government, as a 
last resort to prevent a complete collapse of the 
commercial, business, financial, industrial, and 
even governmental fabrics, took possession of the 
railroads on January 1, 1918. The unified control 
supplied the war requirements saved the farmers' 
crops to feed the soldiers and meet the needs of 
the consuming public, and supplied the speculative 
interest to a reasonable degree. 

When the government returned the roads to 
the private control on March 1, 1920, it had them 
more economically systematized than they were 
under private control. The roads were then hand- 
ling the legitimate business to marked degree of 
satisfaction to the producers and consumers and 
with very little complaint from the speculators. 
The country was reasonably free from freight 
congestion and the system was running so satis- 
factory that the railway officials thought they 
could take the system over and make large im- 
provements in both the service and the amount 
of revenues received by the system. 
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CHAPTER IX 

FREE DELIVERY OF AMERICAN PRODUC- 
TIONS 
It has been shown that under the present sys- 
tem of private operation of the railroads the 
American people are badly handicapped. In the 
first place the operating expenses, chargeable di- 
rectly against the public, amount to more than 
$6,000,000,000 annually. This is a tax which the 
government levies, or permits the railroads to 
levy, against the products and merchandise of the 
United States, and that amount so levied and 
collected by the railroads is no less a tax than if 
the government individually levied it against the 
property of the country and enforced collection in 
the ordinary way, and then paid the collected 
taxes to the railroads as compensation for the 
services rendered. What is the difference wheth- 
er the government levies a tax against the prop- 
erty through congressional legislation and thus 
compensates the railways for delivering the prod- 
ucts of the country to the people who want and 
need them; or, whether it appoints a taxing 
agency, called the Interstate Commerce Commis- 
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sion, whose duty it is made to levy a tax against 
the products which seek transportation and com- 
pel payment of that tax before such products can 
be used by those who want or need them? The 
first is a flexible tax that may be delayed for a 
few days or weeks during stress of hard times 
or sickness, or lack of employment, or shortage of 
funds to meet family needs. The latter is an in- 
flexible requirement that stands between the con- 
sumers and the articles upon which this tax is 
levied. It stands between the individual and 
clothing, fuel, and even food. That tax in many 
instances is so high that it increases the price of 
the necessities and comforts of life to the point 
where they cannot be used by the majority of the 
population, and thus more than half of the citi- 
zens of the United States are mental or physical 
defectives. More than 200,000 children die of 
starvation annually in this country, and a condi- 
tion of "Scientific Famine" is fastening disease 
upon the people. Why are these people suffering 
for proper food and clothing on the one hand 
when there are other people who are over-bur- 
dened with these very necessities and can find no 
way to unburden themselves and exchange them 
for things more sejrviceable to them? The cause 
is not difficult to find. It is the impenetrable wall 
— that railroad tax — ^that stands between an 
abundance on one side and starvation on the 
other. These railroad tariffs, or taxes, are con- 
sumption taxes; that is, taxes levied upon the 
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consumption of the people, and it is paid accord- 
ing to the amount of the products consumed. The 
poor man with a large family pays more of the 
tax than the rich man with a small family, provid- 
ed the poor man is able to buy up to his family re- 
quirements. The distribution of this tax is not 
very different from one the government would 
levy and collect as it does other so-called taxes. 
Nor would there be a material difference as to the 
ones upon whom the burden would fall. It would 
be distributed generally among the people, not ac- 
cording to their faculties, but rather according to 
the amount of products which they purchase, 
since most taxes are now added into the cost of 
the commodities and passed to the consumers for 
payment. So this railroad tax is paid according to 
the amount of products consumed, and the con- 
sumption of the people is limited to the ability of 
the consumers to pay the original productive cost 
with this tax added. Such a tax is paralleled by 
a tax in some countries on the number of win- 
dows in the residence. The window tax shuts out 
light and develops disease among those who can- 
not afford to pay for the light necessary for health 
and comfort. 

The consumption tax levied by the railroads is 
no less abominable than the window tax. It, too, 
breeds disease among those who must go hungry 
because unable to pay the price of necessities to 
which this tax attaches. And there is no commod- 
ity shipped which does not carry this increased 
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price to the consumers for payment. 

This $6,000,000,000, which the railroads are 
collecting from the public as a tax on consump- 
tion, is one of the primal elements entering into 
the price of all commodities going upon the mar- 
ket, and is, therefore, a basis for speculation and 
profit building. This one primal element that 
looks so inoflfensive and harmless to the railroad 
officials will increase the price of American prod- 
ucts fully $20/100,000,000 by the time they reach 
the ultimate consumers. This $20,000,000,000 is 
then the direct tax which the people are paying 
annually for the support of the railway systems. 
Such a tax levied directly by the government 
would meet with unanimous condemnation and 
would likely be repudiated by the tax-payers. It 
will thus be observed that the public is paying, in 
the increased cost of the commodities used, a sum 
equal to the total value of the entire railway sys- 
tem of the country. The consumers are paying 
for the railway system every year, but it remains 
under the control of the private management 
ready to repeat this $20,000,000,000 levy against 
the people every succeeding year, and all persons 
who cannot afford to pay this tax must refrain 
from eating, wearing, or using, in any way, the 
articles upon which this tax is levied; and those 
articles and products which cannot be marketed 
at a price sufficient to cover this tax must rust 
or rot in the hands of the producers and the 
country's productions are destroyed to the extent 
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that the tax prevents their sale. 

If the public were asked to buy the railway 
system and pay for it a consideration of $20,000,- 
000,000 the financiers and railroad executives 
would present figures showing the inability of the 
people to pay such stupenduous sum: this in the 
face of the fact that the railroads are forcing the 
payment of this equivalent amount and calling it 
"infinitesimal," "negligible," "not felt by the peo- 
ple." 

WHAT THE SYSTEM IS COSTING 
The Association of Railway Executives is fur- 
nishing the public with an itemized statement of 
the expenses of the railway system for the year 
1920. These figures are very concise and perfect- 
ly intelligible. They are as follows: 

Labor . $3,698,215,351 

Fuel 672,891,964 

Loss and damage, injuries to per- 
son and insurance 188,589,459 

Taxes 278,868,668 

Material, supplies and miscellane- 
ous 1,064,994,880 

Depreciation and retirements 145,282,339 

Hire of equipment and joint facil- 
ity rents 60,751,014 

Return on investment 61,928,626 

The total receipts and expenses as given out 
by the railway executives are as follows : 
Gross revenues $6,171,493,301 



AND THE PEOPLE 139 

Operating expenses, taxes and 

rents 6,109,566,475 

This leaves as profit on investment 61,928,626 

This is only one-third of one per cent on the 
book investment which is placed by the railway 
officials at $20,000,000,000. 

On this book investment the railway officials 
asked for a tax lexy sufficient to assure them a 
six per cent profit on this valuation of the rail 
system. To secure this amount of income they 
would, therefore, have to receive a total income of 
?1,200,000,000 above expenses. In order to have 
received that income on their invesement, in 1920, 
their gross receipts must have been as follows : 

Gross expenses ..$6,109,564,675 

6% return on $20,OjOO,000,000 book 

investment 1,200,000,000 

Total receipts necessary to produce 

this amount 7,309,563,675 

To have produced the desired profit to the rail- 
way interest would have required a twenty per 
cent increase in transportation rates over the 
rates that really obtained during the year. And 
there must have co-existed an equal amount of 
service. For if the rate should have bee|i in- 
creased twenty per cent, and the amount, o^ busi- 
ness had thereby been reduced an equal, /or great- 
er per cent there would have been no increase in 
income, but simply a destruction of that per cent 
of American productions, which were sorely need- 
ed by the consuming public It is the story of the 
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mouse in the well. If it jumps up two feet during 
the day and falls back three feet at night it will 
never reach the top. If the railway officials in- 
crease rates by a certain per cent and thereby re- 
duce business by a greater per cent they wiU 
never be able to show their investors the desired' 
6 per cent profit. 

The six per cent income cannot be obtained 
through increased rates. This has been demon- 
strated. Senator Cummings in his opening state- 
ment as chairman of the committee on Interstate 
Commerce stated: "If we cannot increase the 
revenues, and I think we have reached our limit 
in that respect for the same volume of business, it 
is apparent that expenses must be reduced in 
some way or other if the railroads of the country 
are to be successful in their operaton." 

It is now obvious that the government promise 
to raise the taxes on transported commodities so 
as to yield the railway investors six per cent prof- 
it is a futile provision. The people cannot be 
starved into paying these increased taxes when 
they have not the money to meet the increased 
prices which the added tax produces. Since it is 
now evi,dent that the increased taxes is followed 
by a decreased volume of merchandise and com- 
modities upon which the increased tax may be 
levied the plan now is to decrease the cost of op- 
erating the railroads until the expenses will be 
$1,200,000,000 les^ than the income. This plan 
is adopted rather than lower the rates so as to 
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greatly increase the volume of commodities upon 
which this tax may be collected and thereby de- 
luge the roads with more business than they can 
handle. 

The railroads are not asking for a decrease in 
operating expenses with a view to extending that 
benefit to the public. It is purely a mercenary 
move on the part of the railways to secure that 
six per cent profit, or something approaching it. 
The controversy between the roads and the em- 
ployees and other beneficiaries of the operating 
expenses of the roads, has not for its purpose the 
extension of any benefits to the public. 

With this condition staring the public in the 
face, what encouragement do the producers and 
consumers get? The railroads are not seeking to 
reduce rates in order to enable the producers to 
ship products going to waste because they cannot 
now find a market at the price which the high 
taxes forces the consumers to pay. 

Nor do the consumers find encouragement in 
anticipating cheaper commodities and better liv- 
ing conditions as a result of freight reductions. 
The government promised the railroads a raise 
in taxes sufficient to net the railway interest the 
six per cent profit. In pursuance of this promise 
the raise was made in rates, in August, 1920, but 
the mouse went back and no profit resulted. The 
reductions which the roads are now asking in 
wages, as well as other proposed reduction in ex- 
penses, has in view the securing of the six per 
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cent profit, amounting in the aggregate to $1,200,- 
000,000. Ths amount must largely be taken out 
of the pockets of the employees since that is the 
only place where any material reduction can be 
made. But it must be remembered that the public 
will get little benefits from the proposed reduc- 
tions in expenses. The rates will not be materi- 
ally reduced, nor the service improved by the cur- 
tailment of the expense bill. The employees will 
not give any better service under the lower than 
they did under the higher wages. The hope held 
out by the railroads that rates may be substan- 
tially reduced is a false one for that is not a prob- 
ability. 

Private ownership proved its inability to han- 
dle the business during the year 1920. From the 
time the private owners assumed control of the 
roads, the first of March of that year, until the 
increase in rates, the 26th of August, they were 
offered business far beyond their capacity to han- 
dle. There were orders at all times for more 
than 100,000 cars in excess of their supply. And 
on the very day the increased rates became effec- 
tive there were orders in for 142,000 more cars 
than the system could supply. 

The raise in rates was asked by the railroad 
officials incidentally, if not primarily, for the pur- 
pose of killing business down to where they could 
handle it. Of course, with an increase in rates 
would come a decrease in business, but the de- 
crease was greater than the officials expected and 
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it left them with hundreds of thousands of empty 
cars for which there is no demand. 

The following table shows the volume of busi- 
ness done during the five years mentioned: 
Year Tons Carried Net Ton Miles 

1916 2,426,557,938 396,365,917,082 

1917 2,518,132,432 430,319,014,636 

1918 2,540,853,840 440,001,713,665 

1919 2,254,561,696 395,679,151,729 

1920 2,499,312,672 449,292,355,000 

The magnitude of the business of 1916 and 

1917 swamped the railroads and they broke down 
under this large business. This failure of the 
roads to handle the business expeditiously forced 
the government to take control, and it immediately 
improved the service and properly handled the 
business. It wiU be observed from the table above 
given that the government handled more tons of 
freight in 1918 than the privately operated sys- 
tems did in 1920 when they were deluged with 
orders for cars which they could not supply, and 
the government moved this larger volume of 
business on fewer ton miles travel. 

This high volimie of business began to de- 
crease soon after the high rates became effective. 
The first three months of 1921 showed a decrease 
of 23.1 per cent in the volume of business done as 
compared with the first three months of 1920. If 
this decrease is maintained throughout the year it 
will produce a reduction of almost one-fourth in 
the volume of business done by the railways. This 



144 THE RAILWAYS 

means that approximately 600,000,000 tons of 
freight will not be moved because the expense 
would consume the selling price. This 600,000,000 
tons of unmoved freight if worth $10 per ton at 
point of origin, means a loss of $6,000,000,000 to 
the ones who cannot market it under the present 
high rates and if worth $100 per ton on the mar- 
kets in the consuming centers means a loss of 
$60,000,000,000 to the business of the country. 
This loss may be added to the cost of the present 
high rates, and it gives some idea what private 
ownership and increased rates are costing the 
people. 

How the railroads have forced business to take 
this stupendous loss is forcibly told by the Na- 
tional City Bank of New York in its November, 
1921, review of business conditions. The review 
says: 

"The railroad problem at this time dominates 
the entire business situation. The burden of in- 
creased freight charges upon all kinds of indus- 
try, the plight of railroad finances, the efforts of 
railroad managers to reduce operating expenses, 
the impending railroad strike, the test of the ef- 
ficacy of the new Railroad Labor Board as an 
agency of conciliation, and the demand in some 
quarters for the repeal of the Esch-Cummins law, 
are the outstanding features of the day, and pres- 
ent questions of the utmost importance. 
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FREIGHT RATES AND THE FARMERS. 

"Deere & Co., of Moline, 111., one of the oldest 
and most reputable concerns manufacturing agri- 
cultural implements, have sent us copies of a let- 
ter received by them from a farmer living in the 
neighborhood of Culbertson, Neb., and of their re- 
ply thereto, which set out graphically present re- 
lations between the prices of farm products, 
prices of manufactured goods and transportation 
charges, and the effect of these abnormal relations 
upon business. 

"We have not the space to give the letters in 
full, but the following extract from the farmer's 
letter gives the gist of it. He says : 

" 'I need a wagon and my dealer wants the 
price of 650 bushels of com, the same wagon I 
could buy with 200 bushels of com before the war. 
The harness man wants the price of a wagon load 
of hides for a No. 1 harness. I simply cannot see 
my way clear to buy wagon, harness or anything 
else that I can possibly manage to get along with- 
out.' 

"Deere & Company make a lengthy and de- 
tailed reply, in which they first tell of the rise in 
the price of wagon stock in recent years due to 
the depletion of our forests, a factor of great gen- 
eral interest, but for which no immediate remedy 
is possible. They then go into the effect of in- 
creased freight charges, as follows: 

" 'Our present price, f . o. b. Moline, on a farm 
wagon, is 100 per cent higher than our price of 
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1914. At this price we are selling this wagon at 
approximately 20 per cent less than our cost. The 
cost to you at Culbertson, Neb., however, does not 
bear the same relation to the pre-war price, for 
the reason that in 1914 the freight on a farm wa- 
gon from Moline to Culbertson was $1.37 a cwt. ; 
the present rate, including the war tax, is $2.32. 

" 'A farm wagon weighs 1,200 pounds. The 
difference in freight of 95c per cwt. makes the 
transportation on this wagon alone cost $11.40 
more than it did before the war. The increased 
transportation costs upon the materals that go 
into the wagon are even greater than this amount. 

" 'When you come to pay for this wagon 
through the sale of corn in the Chicago market, 
you have a still greater disadvantage, due to the 
fact that com has declined since 1914. The freight 
on corn from Culbertson to Chicago in 1914 was 
241/^c a cwt., or approximately 14c a bushel; to- 
day, with a 3 per cent war tax included, it is 47c 
a cwt., or approximately 26c per bushel, so that 
you pay 12c a bushel more to get your com to Chi- 
cago than you did in 1914. 

" 'You state that it requires 650 bushels of corn 
to buy a wagon today. At 12c a bushel increased 
freight this means that you are paying the rail- 
roads $78 more transportation on the com neces- 
sary to buy this wagon, therefore your increased 
contribution to the railroad company in getting 
this wagon out there and shipping com enough to 
Chicago to pay for it, is $89,40. 
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" 'You can well see from this that it is abso- 
lutely impossible for any of us to get back to a 
normal basis of prices until the cost of transpor- 
tation is very materially reduced. You ask us 
when conditions will change: we tell you, when 
transportation costs are gotten back upon a rea- 
sonable basis. 

" 'We all must work, through our congressmen 
and through a united public sentiment, to secure 
a readjustment of these railroad and mining costs 
before any of us can hope to resume business in a 
normal way. As far as we are concerned, we 
have already made substantial reductions in our 
prices and expect to continue to do so in future as 
reduced costs of production permit. We are con- 
tinually operating at a very substantial loss. The 
business world, outside of transportation and 
mining, has gone as far as it can until it gets re- 
lief through these channels.' 

"The letter goes on to work out the effect of 
the increased freight charges upon the prices of 
farm implements, but the factors are practically 
the same as in the case of the wagon, outside of 
the factor of wood stock. The farmer's buying 
ability is calculated on the basis of corn at 60c per 
bushel in Chcago, but this letter was written in 
August, since when com has suffered a heavy de- 
cline, the present price being about 47c. As coun- 
try dealers in the tributary territory buy on the 
basis of the Chicago market, the Nebraska farmer 
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would now get 13c per bushel less than when the 
foregoing calculation was made, and have to give 
a correspondingly larger amount of com to buy a 
wagon, or anything else," 

When the National City Bank wrote the above 
review, corn was selling in Chicago for 47 cents 
per bushel and it cost the farmer 26 cents of this 
price to pay the freight. This left the farmer 21 
cents per bushel and he probably had to pay five 
cents out of this 21 cents for brokerage and com- 
missions, so that he does not get more than one- 
third of the selling price of his year's labor on 
the corn crop. And, as pointed out, if the farmer 
ships sufficient com to Chicago to buy a wagon 
the freight on the corn and wagon will cost him 
$89.40 more than it did in 1914. But at the price 
of 47 cents per bushel for com it will require more 
than 1,000 bushels of corn to pay for the wagon, 
and the freight on this extra 350 bushels of com 
at 12 cents per bushel will add another 42 dollars 
to the increased freight the farmer must pay in 
order to get a wagon. Thus the increased freight 
has added $131.40 to the cost of the wagon. In 
this transaction the increased freight charges are 
more than the wagon would have cost a few years 
ago. While freight rates remain at the present 
level there can be no substantial reduction in liv- 
ing cost that will leave the producers any compen- 
sation for their efforts and labors. 

Reverse this picture now. Suppose the farmer 
ships his com to Chicago and gets the 47 cents 
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per bushel and has no freight to pay. He could, 
in that case, pay $200 for a wagon and have it 
shipped, freight free, to his home and have $270 
left to use for family needs, and there w^ould be a 
higher standard of living among the farmers, and 
the wagon factories would be working overtime to 
supply the demand, and labor would have an 
abundance of emplojrment at a good wage. This 
same condition prevails in every industry and free 
transportation would bring the same effective re- 
lief, 

MAINTENANCE OF WAYS AND STRUC- 
TURES. 
Right in connection with the increased freight 
it is interesting to consider the hope the railway 
officials hold out that they may be able to effect 
a reduction in the cost of maintenance of ways 
and structures. It is shown by these officials that 
there has been an increase in these items from an 
average of $385,699,000, prior to 1918, to $961,- 
304,000 for the year 1920; and that of this in- 
crease more than $250,000,000 represents labor 
cost. If this labor cost be entirely eliminated the 
cost would still be above $700,000,000 annually. 
The cost listed as entering into the cost of ways 
and structures are : Ties, rails, ballast, labor, de- 
preciation and miscellaneous. The principal items 
are labor, ties, rails and ballast. The cost of ties, 
ballast and rails lies largely in the cost of trans- 
porting them to the place where they are to be 
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used, as in the case of the wagon and corn men- 
tioned, the freight charges frequently exceed the 
original cost. So the item of freight determines 
the ultimate valuation placed upon these materi- 
als and there can be no substantial reduction in 
these expenses until the railways reduce the 
freight charges which produces this increased ex- 
pense. 

All merchandise and commodities are held up 
in price by the high freight rates and until these 
rates are taken from under present prices there 
can be no substantial reduction that does not 
bring ruin to the industry which produces them. 
While there is a pressing demand for a reduction 
in wages of rail employees it must be remem- 
bered that their wages go to pay the present high 
freight rates; and wages cannot be reduced to 
former limits without reducing freight rates to 
the limits which then prevailed. With every re- 
duction "in rates there will be an increase in the 
volume of business. The millions of tons of com- 
modities now going to waste, because the market 
will not pay the present freight rates, would in- 
crease the volume of business as the rate reduc- 
tion is increased until the point is reached where 
freight rates are entirely abolished. With frer 
transportation all commodities and products of 
any value would be moved up to the maximum 
consumption of the people. As this wall is re- 
duced the flow toward the consumers will obvi- 
ously increase until the consumers are fully sup- 
plied. 
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IMPORTS AND EXPORTS. 

Even the imports and exports of merchandise 
are materially affected by railroad freight rates. 
The exports from the United States in January, 
February and March, 1921, as compared with the 
same months in 1920, decreased as follows : 

January $ 67,323,632 

February 155,848,158 

March 432,744,899 

The imports into the United States in Janu- 
ary, February and March, 1921, as compared with 
the same months in 1920, decreased as follows : 

January $264,993,71j0 

February 252,877,183 

March 271,934,495 

The railway executives in their pamphlet, 
"The Railroad Question Before Congress," state: 
"Whereas prior to January 1, 1921, it was neces- 
sary, in order to avoid congestion of terminals, 
for the New York Central Railroad to issue per- 
mits to shippers desiring to export freight, so that 
such freight would not be brought to the railroad 
terminals without a certainty of bottoms having 
been secured to carry the freight after that time 
the permit system was abolished because so many 
more ships were ordered than there was freight to 
carry." 

This reduction in foreign trade is the logical 
result of the increased freight rates. It closed 
the foreign markets to the American products to 
the extent that the increased rates absorbed the 
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profits on the shipments. Merchandise exported 
or imported on a small margin of profit under the 
old rates is no longer an item in our foreign trade 
and the extent that the high rates has killed this 
part of the country's business is forcibly told in 
the above quotation and the statistics just given. 
When the freight rates, taken from the selling 
price of merchandise, do not leave any profit for 
the shipper, such merchandise is killed at the 
point of production and does not become a factor 
m business. 

Free transportation would lay freight down at 
the seashore at factory or farm prices and this 
would tax the capacity of the ships of the world 
to handle this increased volume of business. So 
the question is, do the manufacturers and farmers 
want a large export market for their products? 
It is theirs for the asking. If they will lay their 
products down at the seashore at factory and 
farm prices there is no amount of theorizing that 
can obscure the benefits that will certainly follow. 
That will open up the markets of the world effec- 
tievly and without any red tape attachment. 
RAPID TRANSPORTATION. 

The miles run per freight car per day during 
1920, averaged 24.9. This is classed as a very 
high speed and is stresed as a record of high ef- 
ficiency. If a shipper desires to know the time a 
shipment will reach its destination he may divide 
the distance to be traveled by 24.9 and he will 
have the average time required for the freight to 
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cover the distance from the shipper to the con- 
signee. If the car must travel 249 miles to reach 
its destination divide 249 by 24.9 and ten days 
will indicate the date when the consignee may rea- 
sonably expect the freight to arrive. For speed 
this is no improvement over the old freight wa- 
gons which the railways have superceded. People 
who have lived along the old wagon trails have 
seen these old relics move along at a speed of 
25, or more, miles per day, putting to shame our 
present expeditious (?) movement of freight. It 
seems absurd to speak of freight moving only 24.9 
miles daily, but that is a high speed. 

In 1920 the freight trains traveled 633,972,- 
000 miles. Each train carried a load of 646.67 
tons of freight. The total tonnage for the year 
was 2,499,312,672. This indicates a haul of ap- 
proximately 3,850,000 train loads during the year. 
This means that there were 15,000 train loads of 
freight moving continuously during the year, and 
that each train was making a daily movement of 
24,9 miles ; that is, moving at an average rate of 
one mile per hour, and it is stressed as high ef- 
ficiency. These same trains moving at the rate 
of ten miles per hour could move ten times as 
much freight, or one-tenth of them could handle 
the present railroad business of the country. 

With free transportation, trains could easily be 
moved from one hundred to two hundred miles 
per day and distribute freight in making that 
passage. Cars would be used for transporting 
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merchandise instead of congesting it at the tenni- 
nals in the large centers, and they would be kept 
busy distributing supplies to the people rather 
than standing idle in the yards. There would oe 
no great rush of freight to any one point, for there 
would be no concentration centers for redistribut- 
ing merchandise. Every locality would receive 
shipments for its own needs and no more. This 
would reduce transportation business to very nar- 
row limits as compared with present volumes of 
freight handled. This reduction in traffic, to le- 
gitimate business only, would release a large per 
cent of the railway equipment that is used for 
hauling supplies to the large concentration termi- 
nals to be distributed from there. 

The benefits of the free delivery system are 
too numerous for enumeration in this volume, but 
there are some that may be mentioned as appeal- 
ing. 

If the producer has anything to sell he is not 
obligated to determine how much the freight will 
be, and then add to that a long list of other inci- 
dental expenses. He can sell it to the consumers 
at the same price he would charge if the pur- 
chaser should come to his farm or factory to buy. 
And the purchaser can buy on the same basis. It 
is a complete system under which the farms and 
factories are placed right by the side of the people 
who want to buy these products. The farmers 
harvest their crops and there are the buyers ready 
to take the entire harvest. 
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THE ADVANTAGES OF THE FREE DELIV- 
ERY. 
The advantages of this system are patent to 
any thinker. The benefits to appear to the stu- 
dent are the opening up of the market for all pro- 
ductions. If an individual living in Texas sees 
where apples are selling, crated, in New York at 
50 cents per bushel, he knows that is what they 
will cost him laid down in Texas. No one in the 
United States who wants apples and is able and 
willing to pay that price will be without apples. 
The result will be that the whole people will soon 
be supplied with apples, or the growers will have 
them all disposed of. There will be no more ap- 
ples go to waste because no market can be found ; 
the whole market of the country is open to every 
individual who has any article for sale. The in- 
ferior stock of apples, as well as other commidi- 
ties, which now go to waste because they will not 
sell for a price sufficient to pay freight and hand- 
ling charges, and net the grower anjrthing, will all 
be utilized under free distribution if they are a 
all usable. There are many people who would 
buy the cheaper grade of articles, and this applies 
to fruits and vegetables as well as things in manu- 
facturing lines. There are many fruits and vege- 
tables of the lower grades which are just as pal- 
atable and healthful as the fancy grades, but 
which do not sell for enough to justify shipping 
them under present arrangements. These would 
all be shipped and find a ready market at some- 
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thing like half the price established for the fancy 
grades. Nobody knows better than the fruit and 
truck growers what this would mean. Fully half 
of the fruit and truck crops take such a low grade 
as to sell below the cost line if sold at all. It is 
difficult to get cost out of the very best grade of 
fruit and produce, and when to this is added one- 
half of the crop for which there is no sale, it 
leaves the grower with an empty sack to hold. If 
he could sell his inferior stock for cost of produc- 
tion his profits on the better grades would not 
have to be applied toward paying expense of 
growing the inferior. 

Hon. R. Hudson Burr, chairman of the Florida 
Railroad Commission, in a public address at Mi- 
ami, Fla., on December 2, 1921, quotes Dr. Ross, 
president of the Florida Citrus Exchange, as fol- 
lows: 

"Thirty per cent of the fruit produced in Flor- 
ida is low grade fruit, and large sizes. Under the 
present rate no low grade fruit, no undesirable 
sizes bring cost. My own association (Winter 
Haven) hauls from 50,000 to 90,000 boxes to the 
dump and throws them away, because we have 
learned by experience that the returns show red 
ink." 

"In my own county of Polk I find that we paid 
last year under this increased freight rate in addi- 
tion to the rate under which this fruit industry 
was developed more than a million and a half dol- 
lars to the railroads, more clear money than all 



AND THE PEOPLE 157 

the growers made last year." 

To facilitate the distribution of products the 
government should standardize the containers for 
shipping such commodities as fruit and vegeta- 
bles. These containers should be uniform through- 
out the country and be made in three sizes, half- 
bushel, bushel and barrel sizes. When emptied 
these containers, as far as practicable, should be 
returned to the growers, thereby avoiding waste. 

The trains distributing this fruit and vegeta- 
bles should make fast time, at least equal to the 
schedules arranged for the passenger travel. All 
shipments going to a certain station should be 
placed together in one car so that there would be 
little time required to unload at any given place. 
This distributing system would be so arranged 
that this fruit and vegetable train would reach ev- 
erj'^ station in the United States daily. Thus every 
locality would be supplied daily with fresh fruits 
and vegetables and at the same price prevailing 
on the farms. This system could be established 
and work as satisfactorily as the postal or experss 
system is now working. The potential benefits of 
this free delivery is beyond estimation. So far 
as the fruit and vegetable diet of the American 
people is concerned the winter season would be 
completely abolished from American table. In 
the winter when truck growing is impossible in 
the colder parts of the country the warmer sec- 
tions would keep the tables supplied without any 
appreciable change in the price. Southern Cali- 
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fornia, Southern Texas and Florida would become 
gold mines as wealth producers during the winter 
months. Their output would probably have to be 
increased tenfold in order to meet the increased 
demand incident to the wide distribution and de- 
creased priced products. Then when the season 
opened in the north-part of the country the tide 
would turn and the shipments would supply the 
south with northern grown products. When Wis- 
consin cabbage were selling for 50 cents per 100 
pounds that would be the price at which they 
would be laid down in every village and city of 
the country. The same would be true of every 
American production. It would be distributed to 
every part of the United States, in large or small 
quantities, at the same price as it sold for at the 
point of production with the small handling 
charge added. 

THE CONSUMERS. 

From what has just been stated it is evident 
that the consumers are benefited equally with the 
producers. It is not a one-sided arrangement, but 
one that reaches in a systematic and practical 
way, the whole population regardless of location 
or financial standing. As no one can buy a com- 
modity under the present system without feeling 
the evils of the present policy; no one could buy 
an article under the proposed plan without feel- 
ing the benefits resulting from the change. 

The manufacturing interest would be placed 
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adjacent to all raw material. Much raw material 
that is now going to waste on account of high 
freight rates would become available under the 
free delivery system. Manufacturing plants 
could operate on much less capital than is now re- 
quired, and their products could go on the market 
at much lower price without reducing the margin 
of profit. The fabricated article could be put out 
at less than present cost and by the system of free 
distribution could be sold to consumers at greatly 
reduced prices under those which now obtain. 
This would move large quantities where small 
amounts are now sold. The aggregate profits of 
the producers would be greatly enlarged and pro- 
duction thereby encouraged. 

THE MIDDLE-MEN. 
UNDEE THE NEW MANAGEMENT there 
may be some solicitude for the middle-men. They 
will continue to operate between the producer and 
the consumer, but their activities would be con- 
fined to efforts in effecting a transfer from the 
producers to the consumers, and not in withhold- 
ing commodities from the consumers in order to 
inflate the prices to exorbitant proportions. The 
handling charge of all articles between the pro- 
ducer and consumer should be limited to some- 
thing like 25 per cent of the price paid the pro- 
ducer. This would give a reasonable profit and 
still not be out of proportion to the compensation 
of the producing element. By this limitation the 
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prices of all commodities would be held down to 
near the capacity of the people for a maximum 
consumption. The decrease in aggregate profits 
of the middle-men would probably not be affected 
materially, but they would be forced to accommo- 
date the entire population and more widely dis- 
tribute their merchandise. They could not build 
their prices so high, but they could get an in- 
creased business that would probably more than 
compensate for the reduction in the margin of 
profit. In other words, the proposed plan would 
compel them to serve the whole people in order to 
make the same profits which they now get through 
serving a very small per cent of the population. 
They are converted into an adjunct of a great dis- 
tributing system and their power to speculate on 
the very life and happiness of the people is killed 
and their power to congest the necessities and 
comforts of life into the hands of a few is effec- 
tively terminated. They no longer can amass 
great fortunes by withholding from a suffering 
people the bare necessities of life and thereby 
starve that people into paying a price that takes 
the very life blood of the victims. They can only 
make their usual aggregate profits by assiduously 
working for all in the way of distributing supplies 
to all at the price within their reach. As distribu- 
tors they will be useful citizens; as speculators 
they are unspeakable enemies of human welfare 
and national progress. The handling charge 
could be divided between the wholesale and retail 
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dealers and would be ample to cover all reasonable 
efforts which would attach to making the transfer 
of the country's productions. 

CHANGING THE PRESSURE. 
By fastening the consumers' price to the pro- 
ducers' price with a 25 per cent link prevents the 
widening of the gap between them. It has been 
customary to throw all pressure between these 
two elements and press the price up to the con- 
sumers and down to the producers. The new 
plan would remove all pressure from the shoul- 
ders of the producing class. The middle-men 
would have no incentive to reduce the price un- 
duly to the one from whom they were buying. If 
the middle-man forces a sale at a very low price, 
his profit for handling the commodity goes down 
in exactly the same proportion. Every reduction 
which he effects in making purchases he must 
carry to the ultimate purchaser. An article bought 
for $2.00 carries a handling charge of 50 cents, if 
the buyer "Jews" the owner down to $1.00 he 
thereby cuts his handling charge to 25 cents or 
just in the same proportion that he cuts the sell- 
er's price. As he meets it out to the producers so 
shall the consumers meet it out to him. This re- 
moves from business one of its most disreputable 
characteristics. 

IMPORTS OF FOREIGN MERCHANDISE. 
All imports of foreign goods would be required 
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to pay a transportation charge. This would be 
collected at the port of entry before the goods 
would be permitted to be distributed. It would 
be adjusted something like our present tariff du- 
ties, but would not be a substitute for such duties. 
This freight charge would be collected before the 
goods were permitted to land in order to not com- 
plicate the railway system with the details of col- 
lecting freight on goods hauled. This plan would 
keep the rail system simplified and not burden it 
with a great amount of detail. 

FREE DELIVERY SAVING AND EXPENSES. 
The present system of operating the railway is 

costing the people the following items : 

Payment direct to the railways, 

approximate $ 6,000,000,000 

This increases profits and ex- 
penses, approximate 14,000,000,000 

The producers are losing commod- 
ities which they are unable to 
ship to the value of 6,000,000,000 

Business is losing on the basis of 
present business under high 
rates 23.1 per cent approxi- 
mating 40,000,000,000 



Total cost of private owner- 
ship —$66,000,000,000 

By the government operating the roads for the 
benefit of the people the above items could be 
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saved and the consumers would have an abund- 
ance of the necessities and comforts of life and 
the health and happiness of the whole population 
would be correspondingly increased. 

The labor bill under government operation, 
after eliminating the high priced officials and low- 
ering wages generally to conform to the reduced 
living expense, need not exceed $2,000,000,000 an- 
nually. The expenses of maintaining and equip- 
ping the roads, according to the best opinion, 
would fall below $1,000,000,000 per annum. This 
gives a total expense account of $3,000,000,000 
per year for operating the railways. Of this 
amount the passenger service would yield at least 
$1,500,000,X)00 and the freight on imported goods 
would amount to approximately $500,000,000. 
These two items would pay $2,000,000,jOOO of the 
transportation bill, leaving only $1,000,000,000 to 
be paid by the people through the government. 
This $l,000,aOO,000 paid by the people through 
their government would effect the saving of $66,- 
000,000,000 itemized above. In other words, by 
expending the $1,000,000,000 a return of $66,000,- 
000,000 will result. 

A CONTINUOUS SUPPLY. 
Some objections to the free distribution of 
American products will here be noticed. It will 
be claimed, and in a measure correctly, that the 
proposed system will give the country a broken 
supply of the necessities and comforts of life ; that 
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the supply will be distributed and consumed and 
the markets will be bare of that article or com- 
modity until another crop is produced and there is 
a new supply of raw materials from which to fab- 
ricate more finished articles. The cabbage crop 
will go upon the market and be taken up within a 
few weeks and the rest of the year none will be 
available. The same condition will result with oth- 
er lines of vegetables, as well as fruits, grains, live 
stock and poultry. Manufactures will meet the 
same threatened condition. When the raw mate- 
rials from which a line of goods is manufactured, 
are exhausted the supply of finished articles will 
be off the market until a new supply of raw mate- 
rials are ready for utilization. 

A casual consideration of the above threatened 
condition is a formidable objection to the sug- 
gested change, but a thorough investigation of the 
existing system reveals the fact that the supposed 
advantages, which it offers, are really injurious 
cankers which have been fastened upon the indus- 
trial life of the country, and are more beneficial 
removed than maintained. 

Take apples as an illustration. There are 
about 72,000,000 bushels of commercial apples 
produced annually. That is less than three pecks 
for each inhabitant in the country. If these ap- 
ples could be marketed at the orchard price they 
would all be bought up by the consumers and 
eaten, probably, within 30 to 60 days from the 
date of maturity. The rest of the year apples 
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would not be obtainable at any price; in other 
words, it is a feast for a short spell and a severe 
famine for a long period; two months' feast, and 
eight to ten months' famine. 

This presents a very discouraging picture. But 
the real sadness of the picture is more in the ex- 
isting condition than in the threatened one. Why 
does the apple crop of 72,000,000 bushels last 
110,000,000 people a whole year? Because the 
cost of getting them to the consumers is so high 
that more than 80 per cent of the population can- 
not afford to buy them, except in very small quan- 
tities, and millions of people do not eat one apple 
per year. Practically the entire crop is consumed 
by less than 20 per cent of the population, and 
the price is fixed so that the supply is not ma- 
terially molested by the other 80 per cent of the 
consumers, and, therefore, the 20 per cent, who 
can afford apples at the high market price, will 
have a continuous supply of luscious fruit the 
year around. With the favored 20 per cent it is 
a continuous feast ; with the unfavored 80 per cent 
it is a continuous famine. This same condition 
prevails in almost every line of production. Meat, 
potatoes, cabbage, fruits, eggs, poultry, canned 
goods and many lines of manufactures. Twenty 
per cent of the poeple are consuming these things 
up to their requirements, while the other 80 per 
cent are using them very scantily or not at all — 
20 per cent feasting the year around ; 80 per cent 
starving during that same time. Would it not be 
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well to throw all of one line of products on the 
market at such a price that the whole population 
could share, measurably, in their enjoyment? Un- 
der the present system production is discouraged 
by the very limited and restricted market, and the 
producer does not know that he can find a market 
that will net him any compensation for his year's 
labor. The open market, with a knowledge that 
the products will be distributed to the consumers 
without any barriers to overcome, will encourage 
production and we will soon find the supply ade- 
quate and the famine conditions entirely banished 
from our fair land. It is not a question of supply- 
ing part of the people all the time, and part of 
the people none of the time, but giving all of the 
people an ample supply every month in the year. 
A policy which circumscribes the markets to 
20 per cent of the population is not defensible as 
a sound economic law, nor as an industrial theory, 
nor is it conducive to national progress and pros- 
perity. It is certainly not defensible as a humani- 
tarian principle to set aside the bulk of the neces- 
sities of life, out of reach of the great bulk of the 
people, and where the very few have continual ac- 
cess to them. Such a policy is inhuman in its op- 
eration as to those who are thus deprived of an 
adequate supply of the necessities and comforts of 
life; it is demoralizing and pauperizing as to the 
producers who are thus deprived of something 
like four-fifths of their markets, and are deprived 
of that per cent of their potential enjoyment and 
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happiness which results from having a maximum 
of the necessities and comforts for which mankind 
is continually striving. To say that the barriers 
which foster and maintain this disparity in the 
consuming ability of the people should be etern- 
ized is to advocate the establishment of an aristoc- 
racy with the mass of the population peonized. 
Such disparity between the citizens does not har- 
monize with democratic pretensions, but rather 
amounts to an abolition of republican govern- 
ment. 

To meet the proposed conditions factories 
would have to be enlarged and many new ones 
erected to meet a demand probably four to ten 
times that of the present. Farms would have to 
produce several times present yields, orchards 
would needs be enlarged many fold and activity 
would characterize every avenue of production. 

To meet the requirements of this large in- 
crease in production the express business would 
be enlarged so as to include every item of Ameri- 
can productions. Everything would be sent by 
express, or the freight transportation would be 
conducted on the same principle that now applies 
to the express service, except that there would be 
no charges for the services rendered. With this 
barrier overcome, and entirely removed, finding a 
market for any usable article becomes an easy 
matter. The great Farm Bureaus could be util- 
ized to meet the needs of the farmers as a selling 
agency, and their functions could easily be extend- 
ed so as to meet the needs of this class of produc- 
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ers in their capacity as consumers. They could 
distribute among their members the manufac- 
tures as well as distribute their productions 
among other people. 

THE INTERESTS OF THE STOCKHOLDERS. 

I am not unmindful of the claim that large 
blocks of railroad securities belong to working 
men and that it would work a hardship to invali- 
date their holdings or depreciate their value. Sup- 
pose a working man gets a salary of $2,265 per 
year. That amount is required according to the 
government estimate to properly support the fam- 
ily of five in "health and decency." So he must 
use the entire income for the proper support of 
the family. Suppose this workingman has $1,000 
of railroad securities on which he receives 6% per 
cent. He has an income then of $65 from his rail- 
road investment. 

Under the free transportation plan his living 
expenses would be reduced fully half, thereby en- 
abling him to buy the same amount as formerly 
at half the former cost. Then to properly support 
his family would require only half of his income, 
or $1,132.50. Now if he would give the govern- 
ment his holdings he would be out $1,000 and the 
income which they provided, namely, $65 annual- 
ly. This causes him to lose $1,065 by reason of 
parting with his railroad interest. But he has 
gained by reason of the increased purchasing 
power of his income $1,132.50, thus giving him a 
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net gain for the year of $67.50. 

A FINANCING COMPANY. 

No one would be expected to lose anything on 
the capital invested in railway securities. The 
government would buy all outstanding stocks and 
bonds at the market value, which averaged for 
1920 about 70 per cent of the par value. This 
would make the railway cost the government ap- 
proximately $15,000,000,000. This should be paid 
without the government borrowing any money, or 
credit. There is no occasion for the government 
to have any interest piled up against it for the 
people to pay. The idea of the government bor- 
rowing money from the financiers is one of the 
most grotesque absurdities that has crept into the 
American finances. These financiers have very 
little, if any, credit to loan aside from what they 
get from the government. If the government be- 
stows credit upon big financial institutions and 
then borrows it back it is certainly a manifesta- 
tion of governmental supinity. 

The present postal saving system could be 
very easily converted into an adequate financing 
system. Individuals who owned railway securi- 
ties would be notified to present them to the gov- 
ernment bank and they would be deposited to the 
owner's credit just as that amount of money or 
other credit would. This deposit would be sub- 
ject to check and the check against it would be 
legal tender for any payments. But such checks 
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would not be transferable, and would not be valid 
in the hands of any except the payee named. This 
would prevent them from circulating so as to in- 
crease the volume of money in circulation. The 
payee of the check would present it and would 
become a depositor of the bank to the amount of 
the check presented. This credit would be re- 
tained in the government banks and utilized by 
them just as deposits are in other banks. 



